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FUTURE  OF  UNITED  STATES-CHINA  POLICY 


THURSDAY,  MAY  20,  1993 

House  of  Representatives, 
Committee  on  Foreign  Affairs, 
Subcommittees  on  Economic  Policy,  Trade  and  Envi- 
ronment; International  Security,  International 
Organizations  and  Human  Rights;  and  Asia  and 
THE  Pacific, 

Washington,  DC. 

The  subcommittees  met,  pursuant  to  call,  at  9:30  a.m.  in  room 
2172,  Raybum  House  Office  Building,  Hon.  Sam  Grejdenson  (chair- 
man of  the  Subcommittee  on  Economic  Policy,  Trade  and  Environ- 
ment) presiding. 

Mr.  Gejdenson.  The  subcommittees  will  come  to  order. 

I  am  pleased  to  call  to  order  today's  joint  subcommittees  hearing 
on  the  future  of  U.S. -China  relations. 

Since  the  pro-democracy  movement  in  China  was  cruelly  crushed 
4  years  ago,  the  Subcommittee  on  Economic  Policy,  Trade  and  En- 
vironment has  held  seven  joint  hearings  on  U.S.-China  relations. 
The  subcommittee  also  helped  craft  the  1989  China  sanctions  pack- 
age, which  substantially  scaled  back  our  political,  economic,  and  se- 
curity relations  with  Beijing. 

I  also  join  with  my  colleagues  year  after  year  in  supporting  legis- 
lation that  places  tough  conditions  on  China's  Most  Favored  Nation 
status.  I  continue  to  believe  there  are  no  markets  so  immense  that 
we  should  set  aside  the  values  that  hold  us  together  as  a  nation. 

Unfortunately,  the  previous  administrations  followed  a  line  of  ap- 
peasement, repeatedly  vetoing  the  MFN  conditions  bill.  As  a  result 
of  the  deadlock  on  this  issue  between  the  White  House  and  the 
Congress  in  the  past,  America  has  not  had  a  unified  and  coherent 
China  policy.  Our  country's  ability  to  achieve  trade  and  non- 
proliferation  objectives  with  China  has  suffered  greatly. 

With  the  election  of  President  Clinton,  however,  the  deadlock  is 
coming  to  an  end.  We  are  fortunate  to  have  an  administration  that 
believes  in  challenging  China's  gross  violations  of  human  rights,  its 
unwillingness  to  open  its  markets  and  its  refusal  to  abide  by  arms 
control  regim.es.  President  Clinton  has  agreed  that  MFN  status  is 
an  appropriate  tool  to  attain  these  objectives. 

Congress  can  and  should  work  with  the  President  to  quickly  es- 
tablish a  unified  and  forceful  China  policy.  Toward  that  end,  I  be- 
lieve the  President  should  administratively  impose  conditions  on 
China's  MFN  status.  The  President  should  require  that  China  use 
substantial  progress  in  meeting  these  conditions  over  the  next  year 
in  order  to  retain  MFN  status.  I  also  believe  the  conditions  the 
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President  places  on  MFN  for  China  should  primarily  focus  on 
human  rights  concerns. 

In  order  to  receive  MFN  status  next  year,  China  should  achieve 
substantial  progress  in  preventing  gross  violation  of  human  rights, 
releasing  all  political  prisoners,  preventing  exports  of  prison  labor 
products,  allowing  international  inspection  of  Chinese  prisons,  end- 
ing religious  persecution  and  lifting  constraints  on  freedom  of  the 
press  and  peaceful  assembly. 

In  addition,  China  should  be  required  to  live  up  to  their  promise 
to  abide  by  both  the  missile  control  regime  and  the  nuclear  control 
treaty. 

The  Clinton  administration  should  explore  other  levers  to 
achieve  these  objectives  as  well.  First,  enforcement  of  existing  sanc- 
tions should  be  strengthened.  The  Bush  administration  repeatedly 
waived  these  sanctions,  sending  consistently  the  wrong  signal  to 
Beijing  that  it  was  business  as  usual.  I  may  be  willing  to  explore, 
however,  the  possibility  of  linking  some  of  these  sanctions  to  im- 
prove Chinese  behavior  on  the  international  front. 

Second,  the  Customs  Service  should  increase  its  effort  to  prohibit 
Chinese  forced  labor  products  from  entering  the  United  States.  The 
State  Department  must  demand  that  the  Chinese  live  up  to  their 
commitment  under  the  memorandum  of  understanding  on  prison 
labor.  China's  current  unwillingness  to  abide  by  these  agreements 
is  unacceptable.  American  companies  and  workers  who  have  to 
compete  with  low  wages  across  the  globe  are  ready  to  accept  that, 
but  they  cannot  be  asked  to  tolerate  competition  from  slave  labor. 

Third,  the  United  States  should  demand  further  access  to  the 
Chinese  market.  We  have  a  massive  trade  deficit  in  China  which 
exists  because  of  distortions,  not  because  of  real  competitive  advan- 
tages. The  Clinton  administration  should  demand  the  Chinese  live 
up  to  the  provisions  of  the  1993  section  301  trade  agreement.  The 
United  States  currently  runs  its  second  largest  trade  deficit  with 
China.  Section  301  should  be  used  again  to  achieve  greater  market 
access. 

Fourth,  the  United  States  should  immediately  upgrade  its  rela- 
tions with  Taiwan.  Given  its  commitment  to  democracy  and  its  de- 
clining trade  deficit  with  the  United  States,  we  should  stop  treating 
Taiwan  like  a  second  class  country.  We  should  work  with  our 
GATT  partners  to  ensure  that  GATT  is  accepted  as  soon  as  pos- 
sible. 

These  four  actions  together  constitute  the  beginning  of  a  more 
assertive  and  constructive  American  policy  toward  China,  by  rees- 
tablishing the  direct  link  between  MFN  and  human  rights  and  by 
demanding  that  China  live  up  to  its  international  responsibilities. 

I  am  confident  the  United  States  can  play  a  constructive  role  in 
bringing  about  change  to  the  mainland. 

I  thank  the  witnesses  and  look  forward  to  hearing  their  testi- 
mony. I  am  particularly  thrilled  to  have  Harry  Wu  here  with  us. 

It  seems  to  me  that  the  United  States  cannot  give  up  the  fight 
against  this  injustice  and  intolerance.  Although  the  difficulties  we 
face  on  the  European  continent,  due  to  the  changes  in  the  former 
Soviet  Union,  seem  to  overwhelm  us,  it  seems  to  me  that  that  is 
not  an  excuse  or  a  reason  to  abandon  the  people  in  mainland 


China.  They  deserve  the  abiHty  to  fight  for  their  human  rights,  for 
their  opportunities,  and  to  have  a  better  life  and  a  free  life. 

I  recognize  the  gentleman  from  New  York. 

Mr.  ACKERMAN.  Our  three  subcommittees  meet  today  to  explore 
the  issue  of  whether  or  not  to  grant  Most  Favored  Nation  status 
to  the  Peoples  Republic  of  China.  Congpress  is  intensely  interested 
in  this  policy  in  the  aftermath  of  the  despicable  crackdown  on  pro- 
democracy  demonstrations  in  Tiananmen  Square  and  other  parts  of 
China  in  June  1989. 

While  this  is  a  Ways  and  Means  Committee  matter,  our  commit- 
tees in  particular  must  of  necessity  play  a  major  role  in  the  shap- 
ing of  the  debate  on  this  issue.  We  must  decide  what  the  most  ap- 
propriate policy  is  to  achieve  the  following  objectives:  The  protec- 
tion of  human  rights  for  all  citizens  of  the  P.R.C.;  movement  to- 
ward democracy  and  market  economies;  and  keeping  U.S.  business 
competitive  in  this  extremely  important  market. 

This  Member  takes  note  of  the  fact  that  the  F.R.C.  is  one  of  the 
few  remaining  Communist  regimes  in  the  world.  The  nations  of 
Central  Europe  recognize  fully  that  what  might  have  looked  good 
on  paper  does  not  work  in  practice. 

This  is  a  critical  period  in  the  evolution  of  U.S.-Chinese  relations. 

I  agree  with  Chairman  Hamilton's  intention  that  we  must  look 
beyond  the  MFN  issues  to  formulate  a  cogent  policy  toward  the 
People's  Republic  of  China.  To  neglect  the  otner  aspects  of  the  rela- 
tionship, particularly  the  role  China  can  play  in  resolving  such  dis- 
putes as  the  North  Korean  nuclear  problem,  is  sophomoric  and 
nearsighted. 

As  Beijing  formulates  its  foreign  and  domestic  security  policies, 
the  gerontocracy  will  be  influenced  by  a  number  of  forces  and 
trends,  many  of  which  will  be  beyond  its  control. 

These  include  pressures  for  political  liberalization,  a  growing  de- 
sire for  decentralization  of  political  and  economic  administration, 
and  the  forces  of  moral  suasion  from  the  international  community. 

As  the  21st  century  approaches,  Beijing's  ability  to  influence  and 
increasingly  determine  the  course  of  regional  events  will  grow. 
Today  much  of  China's  regional  and  global  influence  stems  from 
such  passive  attributes  as  its  size,  its  location,  and  its  reserves  of 
human  and  natural  resources. 

In  a  more  proactive  sense,  Beijing's  influence  derives  in  part 
from  its  leaders'  ability  to  manipulate  the  vision  of  China's  poten- 
tial in  ways  that  compel  the  attention  of  leaders  elsewhere  and 
from  a  willingness  to  expand  its  influence. 

China's  rise  in  the  international  community  is  a  result  of  many 
factors.  The  P.R.C.  occupies  a  central  geographic  position  in  Asia. 
The  country's  1.14  billion  population  increases  by  16  million  every 
year.  Its  economy  grows  as  a  steady  pace  of  7  percent  to  9  percent 
per  annum  and  is  rapidly  becoming  economically  interdependent 
with  the  rest  of  the  world. 

As  one  of  the  permanent  Members  of  the  United  Nations  Secu- 
rity Council,  China's  vote  has  gained  increasing  importance  in  the 
relation  to  the  Phoenix-like  rise  to  the  legitimacy  and  the  use  of 
the  U.N.  itself 

This  institutional  status  allows  China  to  play  pivotal  roles  in  key 
areas  of  U.N.  fimctions.   China's  burgeoning  influence  is  felt  in 


other  international  and  intraregional  political  affsiirs  such  as  in  the 
concomitant  access  to  the  U.N.  by  North  Korea  and  South  Korea. 

In  the  world's  political  adjustments  to  the  changes  in  the  former 
Soviet  Union  and  the  increasing  roles  of  Japan  and  Grermany,  Chi- 
na's roles  in  the  post-cold  war  should  not  be  underestimated. 

The  core  challenge  for  the  United  States  is  to  develop  a  strategy 
that  will  accommodate  the  China  of  the  21st  Century  while  simul- 
taneously enhancing  our  ability  to  achieve  our  own  interests  in  the 
region. 

With  respect  to  the  concession  of  MFN  status,  I  have  serious  con- 
cerns in  the  areas  of  human  rights  and  trade  issues,  as  well  as  nu- 
clear proliferation.  I  am  also  deeply  philosophically  opposed  to  the 
population  transfer  of  ethnic  Chinese  into  Tibet,  thereby  destroying 
the  Tibetan  national  identity. 

More  progress  toward  democracy  must  be  achieved  in  China,  but 
I  am  cognizant  of  the  fact  that  for  5,000  years  the  Chinese  people 
have  lived  under  authoritarian  rule.  To  better  achieve  relations 
with  the  Chinese,  we  must  engage  in  constructive  dialogue  and  not 
isolate  them. 

This,  of  course,  does  not  mean  that  China  does  not  have  to  meet 
their  commitments  that  they  have  made  already  in  such  areas  as 
trade  and  weapons  proliferation.  We  look  forward  to  hearing  from 
our  distinguished  witnesses  this  morning,  and  in  furthering  our 
knowledge  and  insight  into  the  future  of  how  to  proceed  in  our  eco- 
nomic relations  with  the  Peoples  Republic  of  China. 

[The  prepared  statement  of  Mr,  Ackerman  follows:] 

Opening  Statement  of  Hon.  Gary  L.  Ackerman,  a  Representative  in  Congress 

From  the  State  of  New  York 

The  House  Subcommittee  on  Economic  Policy,  Trade  and  Environment,  the  Sub- 
comimittee  on  International  Security,  International  Organizations  and  Human 
Rights,  and  the  Subcommittee  on  Asia  and  the  Pacific  meet  today  to  explore  the 
issue  of  whether  or  not  to  grant  most-favored-nation  status  to  the  Peoples  Republic 
of  China. 

Congress  is  intensely  interested  in  this  policy  in  the  aftermath  of  the  despicable 
crackcfown  on  pro-democracy  demonstrations  in  Tiananmen  Square  and  other  parts 
of  China  in  June  1989.  While  this  is  a  Ways  and  Means  Committee  matter,  this 
committee  and  particularly  these  three  subconunittees  must,  of  necessity  play  a 
major  role  in  shaping  debate  on  this  issue. 

We  must  decide  what  the  most  appropriate  policy  is  to  achieve  the  following  objec- 
tives: 

1.  The  protection  of  human  rights  for  all  citizens  of  the  PRC; 

2.  Movement  toward  democracy  and  market  economies;  and 

3.  Keeping  U.S.  business  competitive  in  this  extremely  important  market. 

This  Member  takes  not  of  the  fact  that  the  PRC  is  one  of  the  few  remaining  Com- 
munist regimes  in  the  world.  The  nations  of  Central  Europe  recognize  fully  that 
what  might  have  looked  good  on  paper  does  not  work  in  practice. 

This  is  an  critical  period  in  the  evolution  of  U.S.-Chinese  relations.  I  agree  with 
Chairman  Hamilton's  contention  that  we  must  look  beyond  only  the  MFN  issue  as 
we  work  to  formulate  a  cogent  foreipi  policy  toward  the  Peoples  Republic  of  China. 
To  neglect  other  aspects  ofthe  relationship,  particularly  the  potentially  constructive 
role  Qiina  can  play  in  resolving  such  disputes  as  the  North  Korean  nuclear  problem 
is  sophomoric  and  near-sifted. 

As  Beijing  formulates  its  domestic,  foreign,  and  national  security  policies,  the  ger- 
ontocracy will  be  influenced  by  a  number  of  forces  and  trends,  many  of  which  will 
be  beyond  its  control. 

These  include  economic  pressures,  pressures  for  political  liberalization,  a  growing 
desire  for  decentralization  of  political  and  economic  administration,  and  the  forces 
of  moral  suasion  from  the  international  community. 


As  the  2l8t  century  approaches,  Beijing's  ability  to  influence,  and,  increasingly, 
to  determine  the  course  of  regional  events  will  grow.  Today,  much  of  China's  re- 
gional and  global  influence  stems  from  such  passive  attributes  as  its  size,  its  loca- 
tion, and  its  reserves  of  human  and  natural  resources. 

In  a  more  proactive  sense,  Bering's  influence  derives  in  part  from  the  ability  of 
its  leaders  to  manipulate  their  vision  of  China's  economic  and  military  potentim  in 
ways  that  compel  the  attention  of  ofQcials  elsewhere,  and  from  a  wilUngness,  clearly 
demonstrated  m  Korea  and  Vietnam,  to  expand  its  influence. 

China's  rise  in  the  international  community  is  a  result  of  many  factors.  The  PRC 
occupies  a  central  geographic  position  in  Asia.  The  countrjr's  1.14  bUUon  population 
increases  by  16  miuion  every  year.  Its  economy  grows  as  a  steady  pace  of  7  percent— 
9  percent  per  annum  and  is  rapidly  becoming  economically  interdependent  with  the 
rest  of  the  world. 

As  one  of  the  permanent  Members  of  the  United  Nations  SecuriW  Council,  Chi- 
na's vote  has  gained  increasing  importance  in  the  relation  to  the  Phoenix-like  rise 
in  the  legitimacy  and  the  use  of  the  U.N.  itself. 

This  institutional  status  allows  China  to  play  pivotal  roles  in  key  areas  of  U.N. 
functions.  China's  burgeoning  influence  is  felt  in  other  international  and 
intraregional  poUtical  affairs,  such  as  in  the  concomitant  accession  to  the  U.N.  by 
North  Korea  and  South  Korea. 

In  the  world's  political  adjustments  to  the  changes  in  the  former  Soviet  Union  and 
to  the  increasing  roles  of  Japan  and  Germany.  China's  roles  in  the  post-cold  war 
world  should  not  be  underestimated. 

The  core  challenge  for  the  United  States  is  to  develop  a  strategy  that  will  accom- 
modate the  China  of  the  21st  century  while  simultaneously  enhancing  our  ability 
to  achieve  our  own  interests  in  the  region. 

With  respect  to  the  concession  of  NDrN  status,  I  have  serious  concerns  in  the  areas 
of  human  rights,  proliferation  and  trade  issues.  I  am  also  deeply  philosophically  op- 

¥08ed  to  the  population  transfer  of  ethnic  Chinese  into  Tibet  thereby  destroying  the 
ibetan  national  identity. 

More  progress  toward  democracy  must  be  achieved  in  China.  But  I  am  cognizant 
of  the  fact  that  for  5,000  years  the  Chinese  people  have  lived  under  authoritarian 
rule. 

To  achieve  better  relations  with  the  Chinese,  we  must  engage  in  constructive  dia- 
logue and  not  isolate  them.  This,  of  course,  does  not  mean  that  China  does  not  have 
to  meet  their  commitments  they  have  already  made  in  such  areas  as  trade  and 
weapons  proliferation. 

We  looK  forward  to  hearing  from  our  distinguished  witnesses  this  morning  and 
in  furthering  our  knowledge  and  insight  into  the  future  of  how  to  proceed  in  our 
economic  relations  with  the  Peoples  Republic  of  China. 

Mr.  Gejdenson.  The  gentleman  from  California. 

Mr.  Lantos.  Thank  you  very  much. 

My  two  colleagues  have  dealt  with  many  of  the  substantive  is- 
sues that  I  intended  to  deal  with,  so  I  will  merely  add  a  few  foot- 
notes to  what  has  been  a  very  valuable  introduction. 

This  is  the  first  time  in  my  congressional  career  that  this  hearing 
is  not  chaired  by  our  distinguished  former  colleague,  Congressman 
Stephen  Solarz  of  New  York,  an.d  I  want  to  pay  public  tribute  to 
Congressman  Solarz  for  his  extraordinary  contributions  to  the  field 
of  U.S.-China  relations,  U.S.-Asia  relations,  which  were  truly 
unique.  I  earnestly  hope  his  extraordinary  talents  will  be  used  by 
this  administration  in  a  significant  position  in  the  future. 

Let  me  at  the  same  time  express  my  delight  that  my  distin- 
guished friend  and  collea^e  from  New  York,  Congressman  Acker- 
man,  has  taken  over  chairmanship  of  the  Asia  subcommittee.  His 
analytical  ability,  his  understanding  of  international  and  domestic 
issues,  his  perseverance  as  a  champion  of  human  rights,  his  deep 
recognition  of  the  importance  of  the  economic  relationship  between 
the  United  States  and  China,  fill  me  with  total  confidence  that  the 
leadership  Congressman  Solarz  gave  to  the  Asia  subcommittee  will 
be  continued  undiminished  under  the  leadership  of  Congressman 
Ackerman. 


Let  me  also  add  a  personal  word  with  respect  to  our  new  Assist- 
ant Secretary  of  State  for  Asia.  In  Winston  Lord  we  have  one  of 
this  countr/s  great  diplomats,  an  expert  in  Asian  affairs,  and  I 
look  forward  to  working  with  him  for  many  years  to  come  in  his 
endeavors. 

Let  me  also  say  that  with  President  Clinton  in  the  White  House, 
I  earnestly  hope  that  we  will  be  able  to  develop  a  cooperative  rela- 
tionship between  the  Congress  and  the  administration,  which  in- 
variably leads  to  a  more  productive  and  more  appropriate  and  a 
more  seemly  relationship  with  China  than  the  confrontational  rela- 
tionship we  have  had  for  a  number  of  years.  There  are  a  few  pre- 
liminary comments  that  need  to  be  made  in  regards  to  China. 

Since  childhood  I  have  had  a  fascination  with  and  a  growing  re- 
spect for  Chinese  culture  and  civilization.  China  has  given  the 
world  truly  one  of  the  great  civilizations,  cultures,  literatures,  and 
art  that  all  of  us  have  been  privileged  to  enjoy.  And  there  is  noth- 
ing that  I  would  like  to  see  more  than  the  kind  of  cataclysmic 
change  that  has  unfolded  with  respect  to  Russian  and  American  re- 
lations in  the  last  few  years. 

I  would  love  to  see  that  same  pattern  unfold  in  our  relations  with 
China.  I  would  love  to  see  the  Chinese  foreign  minister  received  as 
a  friend  and  a  colleague,  as  an  ally,  as  the  Russian  Foreign  Min- 
ister is  being  received  this  very  morning  by  our  own  Secretary  of 
State. 

The  Chinese-American  community  has  amply  demonstrated  what 
extraordinary  talents  there  are  in  this  remarkably  unique  people, 
and  how  we  here  at  home  and  internationally  can  all  benefit.  But 
I  think  it  is  important  that  we  build  this  new  relationship  with 
China  not  on  a  pattern  of  appeasement  and  not  on  a  pattern  of 
sweeping  under  the  political  rug  issues  that  are  burning  and  of  the 
greatest  importance. 

There  are  really  too  many  issues  for  me  to  mention  in  these 
opening  remarks,  but  I  would  like  to  touch  on  a  few.  If  all  of  my 
colleagues  in  this  body  had  read  our  own  State  Department's 
human  rights  report  on  China,  there  would  be  little  doubt  in  my 
mind  that  we  would  have  an  overwhelming  if  not  united  front  in 
insisting  on  dramatic  changes  in  China's  human  rights  policy,  both 
with  respect  to  the  people  of  China  and  with  respect  to  the  people 
of  Tibet.  The  pattern  of  human  rights  abuses  continues,  despite 
minor  cosmetic  changes,  typically  timed  to  coincide  with  this  set  of 
hearings. 

We  simply  cannot  and  will  not  compromise  on  issues  of  child 
labor,  slave  labor,  torture,  cultural  ethnic  cleansing,  the  use  of  de- 
vices of  physical  hardship  which  are  part  and  parcel  of  the  Chinese 
prison  system. 

Let  me  also  say  as  one  who  is  totally  committed  to  choice  in  the 
realm  of  reproductive  rights,  that  I  find  the  policy  of  forced  abor- 
tions repulsive,  abhorrent,  and  unacceptable;  and  I  hope  that  this 
committee,  this  Congress  and  this  administration  will  deal  with 
this  issue  up  front.  And  I  pledge  my  efforts  to  assist  in  that  effort. 

I  think  it  is  also  important  to  understand  that  China  is  the 
prime  supplier  of  nuclear  and  missile  technology  to  a  variety  of  re- 
gimes that  most  of  us  in  this  country  find  abhorrent,  from  Iran  to 


Sjo-ia.  U.S.  protests  and  solemn  commitments  by  the  Chinese  to  be- 
have have  not  worked  so  far. 

I  think  it  is  clear  we  will  have  to  take  more  effective  measures 
to  deal  with  this  problem,  which  clearly  is  the  number  one  inter- 
national problem — the  proliferation  of  weapons  of  mass  destruction. 

I  need  not  remind  this  panel  that  on  April  the  2nd,  at  a  meeting 
of  the  International  Atomic  Energy  Agency,  there  were  only  two 
countries  that  voted  against  referring  North  Korea's  outrageous  be- 
havior in  this  field  to  the  Security  Council  for  action.  The  two  coun- 
tries were  Libya  and  China. 

I  imderstand  the  importance  of  trade  with  China  as  well  as  any- 
body. As  a  professional  economist  with  specialization  in  inter- 
national trade,  I  am  totally  committed  to  trading  with  China  in  as 
many  areas  and  as  productively  for  both  of  our  nations  as  possible. 

But  I  think  it  is  important  to  realize  that  this  trade  today  is  an 
uneven  trade.  A  decade  ago  we  had  a  slight  trade  surplus  with 
China.  Today  we  have  a  huge  trade  deficit,  not  because  American 
products  are  not  wanted  in  China,  but  because  of  a  deliberate  pol- 
icy of  Chinese  obstructionism  in  allowing  free  and  open  access  to 
the  Chinese  market  by  American  business. 

Finally,  I  would  like  to  say  a  word  about  the  question  of  pene- 
trating China  through  Radio  Free  Asia.  There  will  be  no  mecha- 
nism more  important  in  the  coming  turbulent  years  than  an  estab- 
lishment dedicated  to  providing  the  people  of  China  with  free, 
open,  unbiased,  objective  information.  I  hope  all  of  my  colleagues 
on  this  panel  will  join  me  in  seeing  to  it  that  Radio  Free  Asia  will 
soon  become  a  very  effectively  functioning  reality. 

We  owe  nothing  less  to  the  people  of  China.  ^ 

Mr.  Gejdenson.  The  gentleman  from  New  Jersey. 

Mr.  Smith.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Chairman,  recent  reports  from  the  People's  Republic  of 
China  continue  to  document,  as  we  all  know,  the  profound  abuse 
of  human  rights  which  the  people  of  that  nation  experience.  The  in- 
trusion into  the  most  intimate  aspects  of  the  lives  of  its  people  by 
the  P.R.C.  extends  to  the  decisions,  as  we  all  know,  as  we  have  dis- 
cussed on  this  committee  many  times,  with  regards  to  the  ability 
of  families  to  decide  when  and  if  they  are  going  to  have  children, 
the  spacing  of  those  children. 

China,  as  we  know,  since  1979  has  embarked  on  the  brave  new 
world  of  birth  quotas,  the  one  child  per  couple  policy,  an  obscene 
outrage  against  the  human  family.  Additional  light  was  shed  on 
China's  repressive  birth  quota  system  which  realize  very  heavily  on 
enforced  abortions  and  involuntary  sterilization. 

The  New  York  Times  recounted  some  of  these  abuses.  Their 
story,  Mr.  Chairman,  merely  adds  to  a  substantial  amount  of  docu- 
mentation concerning  China's  savage  attack  on  women  and  chil- 
dren. 

Secretary  of  State  Warren  Christopher  on  Tuesday  said  he  was 
appalled  by  the  coercive  family  planning  practices  in  the  P.R.C. 
and  said  that  continuation  of  MFN  conditions  might  be  tied  to  end- 
ing these  practices.   Secretary  Christopher  said  he  found  forced 


^The  prepared  statement  of  Mr.  Lantoe  appears  in  the  appendix. 
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sterilization  and  infanticide  an  improper  practice  for  the  govern- 
ment to  follow  and  he  said  it  was  abhorrent. 

I  would  suggest,  Mr.  Chairman — we  all  know  the  President  is 
considering  putting  conditions  into  an  Executive  Order — if  the 
President  chooses  to  go  the  Executive  Order  route,  that  he  include 
language,  very  simple,  very  direct  language. 

J^  my  friend  and  colleagfue  Mr.  Lantos  pointed  out  a  minute  ago, 
this  issue  needs  to  be  confronted  head  on.  There  are  no  orphan 
human  rights.  Human  rights  have  been  conveniently  shunted  to 
the  side  while  others  are  put  in  the  forefront. 

I  would  suggest  that  human  rights  are  indivisible,  that  if  we  care 
as  we  all  do  about  forced  labor,  about  the  repression  with  regards 
to  religious  freedom  and  the  crackdown  that  we  have  seen  occur- 
ring, whether  they  be  Christians  or  Bhuddists  or  whoever,  anyone 
who  wants  to  practice  their  religion,  then  we  also  have  to  include 
these  kinds  of  heinous  practices  that  are  being  employed  by  the 
Government  of  the  People's  Republic  of  China. 

I  would  point  out  that  iust  2  years  ago,  a  bipartisan  group  of  in- 
dividuals sought  to  attach  these  very  conditions  on  coercive  popu- 
lation practices.  Barbara  Mikulski  and  Tim  Wirth  on  the  Senate 
side,  former  Congressman  Moody  on  the  House  side,  Nancy  John- 
son, a  Republican,  myself  and  others  were  all  very  supportive  that 
there  be  no,  as  the  chairman  pointed  out  in  his  opening  statement, 
there  be  no  appeasement  when  it  comes  to  human  rights. 

And  it  seems  to  me  if  we  are  allow  certain  human  rights  to  be 
shunted  to  the  back  of  the  bus,  we  are  engaging  in  a  practice  of 
appeasement.  We  are  saying  there  are  some  human  rights  that 
don't  matter  with  us. 

So  my  message  to  the  administration,  and  again,  I  was  encour- 
aged by  what  Secretary  Christopher  said  the  otner  day,  is  that  be 
inclusive  of  all  human  rights.  No  human  rights  can  be  white- 
washed, or,  as  I  said  before,  shunted  aside. 

I  thank  the  chairman. 

Mr.  Gejdenson.  The  gentleman  from  California. 

Mr.  Martinez.  Thank  you,  Mr.  Chairman. 

You  know,  I  have  sat  here  and  listened  to  all  of  the  people-,  all 
of  my  colleagues  who  have  spoken,  and  I  get  more  confused  all  the 
time.  I  go  back  to  the  time  when  we  abandoned  Taiwan,  who  was 
our  ally  in  World  War  II,  in  favor  of  the  nationalist  Government 
of  China,  and  decided  we  would  recognize  a  Communist  country, 
even  at  a  time  when  there  was  an  administration  who  abhorred 
Communists. 

And  when  I  think  there  could  have  been  a  better  arrangement 
made,  even  if  we  tried  to  normalize  relations  with  China,  than  to 
abanaon  Taiwan  completely  and  we  didn't  do  that.  Whatever  the 
reasons  were,  that  left  me  in  a  quandary  since  I  had  spent  2V2 
years  in  China,  and  under  the  nationalist  regime  I  saw  as  much 
numan  rights  violations  as  the  Communists  ever  committed. 

The  island  of  Formosa,  we  saw  things  done  where  free  speech 
was  suppressed,  dissidents  were  jailed,  et  cetera,  et  cetera.  We 
made  some  protests,  not  nearly  the  protests  we  are  making  now  to 
China. 

I  think  when  we  try  to  achieve  any  goal,  we  ought  to  do  it  in  con- 
cert with  those  people  who  we  are  trying  to  arrive  at  those  goals 


with.  I  think  China  as  moved  a  lot  since  they  took  over  the  main- 
land of  China.  I  think  the  need  to  grow  economically  has  caused 
them  to  become  almost  as  capitalistic  as  the  United  States.  They 
certainly  are  coming  here  in  droves  on  trade  missions  and  even  cul- 
tural missions. 

And  they  certainly  are  allowing  us  and  our  people  to  go  into  their 
country  and  invest.  There  are  great  hotels  being  built  by  American 
entities  there. 

I  don't  know  if  you  measure  the  trade  imbalance  just  on  what  is 
imported  or  exported,  but  we  ought  to  consider  doing  investments 
back  and  forth.  I  am  sure  where  the  Chinese  have  opened  their 
doors  to  a  lot  of  investment  and  builders  of  the  United  States,  we 
ought  to  be  looking  at  all  of  that. 

I  think  we  ought  to  look  at  this  thing  in  a  total  picture,  not  a 
narrow  perspective  of  where  our  passion  for  human  rights  drives 
us  to.  I  understand  only  3  percent  of  the  total  population  of  China 
is  Communist.  I  think  that  is  changing  to  a  certain  degree.  But  we 
ought  to  look  at  the  changes  and  not  expect  other  countries  who 
for  whatever  reasons,  imperative  at  the  time,  decide  to  go  one  way 
or  the  other  in  the  way  their  country  was  governed. 

We  in  our  own  country  have  a  lot  of  things  we  have  changed  over 
the  years.  When  we  started  out  as  a  country,  in  the  first  13  years 
there  were  no  free  elections,  and  after  that  only  the  property  own- 
ers were  allowed  to  vote,  and  then  it  was  decided  that  more  than 
just  property  owners  had  a  right  to  vote  in  our  Constitution.  It  still 
took  years  before  women  were  allowed  to  vote. 

So  we  have  evolved  in  our  democracy,  and  I  would  hope  we  have 
understanding  over  some  of  the  situations  that  exist  in  other  coun- 
tries. 

I  know  everyone  here  believes  that  a  Communist  form  of  govern- 
ment is  not  right  for  any  country.  It  is  repressive  in  any  extent. 
We  need  to  help  them  and  encourage  them  to  change. 

I  think  when  we  are  too  strict  in  our  criticism,  that  we  tend  to 
diminish  our  ability  to  help  that  change.  So  I  wish  and  I  urge  cau- 
tion in  dealing  with  Communist  China  because  there  is  a  chance — 
the  same  as  in  Russia,  what  has  happened. 

We  had  great  worries  about  Russia,  the  Evil  Empire,  the  atheist. 
Godless  people  who  we  needed  to  build  great  arms  to  defend 
against,  and  finally  we  never  used  one  of  those  arms  at  all  because 
they  fell  without  a  shot  being  fired.  I  think  that  the  same  thing  is 
going  to  happen  with  all  the  Communist  regimes.  The  economic 
conditions  of  a  Communist  regime  is  going  to  cause  them  to  fall, 
because  they  can't  prosper  in  that  kind  of  a  regime. 

Thank  you. 

Mr.  Gejdenson.  Thank  you. 

We  would  like  to  call  our  first  panel  now.  It  consists  of  Donald 
Anderson,  President  of  the  United  States-China  Business  Council; 
Phil  Fishman,  Deputy  Director,  International  Affairs  Department, 
AFL-CIO;  and  Harry  Wu.  If  you  could  join  us,  just  come  up. 

Let  me  start  with  Mr.  Anderson  and  Mr.  Fishman.  We  will  let 
Harry  wrap  up.  Please  feel  free  to  proceed  as  you  are  most  com- 
fortable. Your  entire  statements  will  be  placed  in  the  record. 
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STATEMENT  OF  DONALD  ANDERSON,  PRESIDENT,  UNITED 
STATES-CfflNA  BUSINESS  COUNCIL 

Mr.  Anderson.  Thank  you,  Mr.  Chairman. 

I  would  Hke  to  express  my  appreciation  for  this  opportunity  to 
present  the  views  of  the  U.S.-China  Business  Council.  We  are  a 
private  nonprofit  organization  who  represent  over  200  companies 
who  have  interest  in  doing  business  with  China.  This  morning  I 
will  abbreviate  my  comments  somewhat  so  we  can  get  on  to  tne 
discussion. 

As  spokesman  for  the  U.S.-China  Business  Council  and  the  U.S. 
business  community,  I  can  state  unequivocally  that  withdrawing  or 
conditioning  MFN  would  be  a  recipe  for  disaster  for  U.S.  workers, 
for  U.S.  consumers  and  employers,  and  it  could  lead  to  the  loss  of 
over  150,000  jobs,  $8  billion  in  lost  exports,  and  at  least  $14  billion 
in  higher  import  prices  for  American  consumers.  This  would  fur- 
ther cripple  any  attempts  by  the  administration  to  rebuild  the  do- 
mestic economy  and  create  new  jobs  in  the  United  States. 

We  do  not  oppose  the  objectives  of  those  who  would  support  con- 
ditions on  MFN.  In  fact,  we  applaud  and  share  these  objectives. 
But  we  do  object  to  lumping  all  of  our  g^'ievances  with  China  under 
the  unwieldy  and  inflexible  MFN  umbrella. 

As  Representative  Lee  Hamilton,  the  chairman  of  this  commit- 
tee, said  in  April  in  a  speech  to  the  Business  Coalition  on  U.S.- 
China Trade,  and  I  quote,  "I  believe  in  imposing  statutory  MFN 
conditions  illustrated  many  of  the  difficulties  inherent  in  congres- 
sional efforts  to  legislate  foreign  policy.  Diplomacy  requires  flexibil- 
ity, tact,  and  nuance.  Congress  acts  bluntly.  It  votes  yea  or  nay. 
Given  the  opportunity  to  legislate  policy.  Confess  tends  to  roll  into 
its  deliberations  all  the  issues  and  problems  in  a  foreign  policy  re- 
lationship. Unnecessary  tensions  are  sure  to  result. 

"Diplomacy,  on  the  other  hand,  seeks  to  address  only  those  prob- 
lems which  can  be  realistically  negotiated.  Deftness  and  flexibility 
are  exactly  what  is  called  for  in  the  case  of  China  where  politics 
are  already  fluid  and  will  become  more  so  once  Deng  Xiaoping  dies. 
Trying  to  write  conditions  into  law  in  these  circumstances  would  be 
unwise.  The  President  needs  flexibility  to  implement  policy  at  such 
an  uncertain  time." 

In  December  of  last  year,  the  council  submitted  a  list  of  rec- 
ommendations to  the  President-elect  to  consider  when  forming  his 
China  policy.  And  I  would  like  to  take  a  few  minutes  to  explain 
some  of  these  suggestions.  We  believe  they  could  form  a  solid  bases 
for  a  tough  and  effective  policy  which  also  takes  into  account  our 
complex  relationship  with  China. 

In  the  area  of  trade,  U.S.-commercial  policy  must  seek  fairer 
terms  of  trade  with  China.  To  this  end,  the  government  must  first 
press  for  further  opening  of  China's  markets,  including  full  imple- 
ment of  the  market  access  agreement  which  USTR  successfully 
concluded  last  year. 

USTR  should  monitor  China's  compliance  with  this  agreement 
and  raise  problems  in  its  implementation  through  bilateral  con- 
sultation. If  China  does  not  live  up  to  its  obligations,  USTR  should 
impose  targeted  sanctions  against  selected  Chinese  exports. 

Secondly,  our  trade  negotiators  should  also  use  China's  desire  to 
accede  to  GATT  to  ensure  further  economic  reform  and  greater 
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market  access  for  imported  goods.  And  we  can  also  insist  on  in- 
creased transparency  of  China's  trade  regime. 

Thirdly,  United  States  should  resume  selected  government  pro- 
gframs  suspended  following  the  tragedy  at  Tiananmen.  The  develop- 
ment funding  should  be  improved  in  feasibility  studies  in  sectors 
that  proposal  the  well-being  the  Chinese  populace  and  provide  sig- 
nificant opportunities  to  U.S.  companies  such  as  in  the  environ- 
ment and  in  health  care. 

Similarly,  U.S.  companies  should  be  permitted  to  obtain  insur- 
ance from  the  Overseas  Private  Investment  Corporation  for  China 
projects. 

And  finally,  the  United  States  should  ensure  that  its  Gr-7  allies 
honor  OEDC  g^delines  limiting  concessionary  aid  to  commercially 
viable  projects. 

Before  moving  on  to  other  areas  of  concern,  I  would  like  to  clarify 
one  point  regarding  the  benefits  of  our  China  trade.  China  trade 
does  not  cost  American  jobs.  Rather,  the  products  we  import  from 
China,  most  of  which  are  low  tech,  low  end  consumer  goods,  would 
be  imported  from  other  relatively  low-wage  countries.  Tike  Taiwan, 
Philippines,  Indonesia,  or  Mexico  if  MFN  were  to  be  withdrawn. 

On  the  other  hand,  MFN  withdrawal  would  cost  thousands  of 
American  jobs  in  the  aerospace,  telecommunications,  computer  and 
other  sectors. 

China  is  the  fastest  growing  major  export  market  for  the  United 
States.  Last  year,  the  United  States  sold  roughly  $7.5  billion  worth 
of  products  to  China,  an  increase  of  19  percent  over  the  previous 
year. 

This  year,  the  council  estimates  U.S.  exports  will  surpass  $10  bil- 
lion. That  is  an  increase  of  over  20  percent.  These  exports,  based 
upon  U.S.  Customs  statistics,  are  conservatively  estimated  to  sup- 
port between  150,000  and  170,000  high-tech,  high- wage  jobs  in  the 
United  States. 

These  jobs,  which  are  in  manufacturing,  high-tech  industries, 
and  in  agriculture,  are  critical  to  the  strength  and  growth  of  the 
U.S.  economy.  One  need  look  no  further  than  the  airline  industry 
to  understand  the  critical  importance  that  the  China  market  rep- 
resents to  U.S.  industry. 

Last  year,  the  U.S.  aerospace  companies  sold  over  $2  billion 
worth  of  aircraft  parts  and  components  to  China,  supporting  over 
40,000  jobs.  China  represents  one  of  the  world's  only  major  growing 
markets  for  aircraft.  U.S.  manufacturers  such  as  Boeing  and 
McDonnell  Douglas  maintain  a  virtual  monopoly  on  China's  pur- 
chases of  foreign  aircraft,  accounting  for  76  percent  of  all  Chinese 
purchases. 

Without  a  doubt,  withdrawal  of  MFN  would  lead  China  to  pur- 
chase Airbus  at  a  cost  of  thousands  of  jobs  at  Boeing  and  McDon- 
nell Douglas. 

In  the  area  of  human  rights,  we  believe  that  a  systemic  political 
reform  in  China  will  not  come  about  in  response  to  conditions  im- 
posed fi^om  Washington.  Real  change  will  result  from  the  efforts  of 
the  Chinese  people  within  China  working  for  their  own  self-interest 
and  as  a  result  of  a  growing  economy. 

Foreign  trade  and  investment  fosters  those  developments  by  em- 
powering economic  interests  outside  the  state  system,  by  generat- 
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ing  pressure  to  decentralize  economic  and  financial  decisionmaking 
authority,  and  by  stimulating  the  development  of  markets  in  labor, 
capital,  housing,  raw  materials,  and  finished  products,  and  by  nur- 
turing the  development  of  a  true  middle  class,  where  none  has  ex- 
isted before. 

However,  in  the  short  term  more  can  be  done  to  advance  the  ob- 
jectives of  the  U.S.  Government,  and  it  should  take,  as  we  rec- 
ommend, the  following  actions. 

We  must  hold  China  to  its  human  rights  commitments.  China  is 
a  party  to  several  international  conventions  and  protocols  address- 
ing human  rights,  such  as  the  United  Nations  protocol  against  tor- 
ture or  cruel  and  unusual  punishment.  It  is  obligated  to  uphold 
other  conventions  such  as  as  the  universal  declaration  on  human 
rights.  The  U.S.  Government  should  work  through  relevant  institu- 
tions such  as  the  International  Labor  Organization  to  address 
human  rights  abuses  and  labor  violations. 

Secondly,  we  should  work  to  establish  a  bilateral  human  rights 
commission  to  address  our  concerns  for  the  continued  abuse  of 
human  rights  in  China.  This  would  provide  a  regular  forum 
through  which  we  could  discuss  our  concerns  and  ensure  that  they 
were  being  heard  on  a  regular  basis  and  at  appropriate  levels. 

Thirdly,  we  should  closely  monitor  and  ensure  full  implementa- 
tion of  the  memorandum  of  understanding  prohibiting  the  export  of 
products  made  by  prison  labor. 

Fourth,  we  should  press  Beijing  to  permit  the  International  Red 
Cross  access  to  political  prisoners  in  China. 

Fiflh,  we  should  expand  cultural  and  educational  exchanges,  in- 
cluding the  Fullbright  program,  the  Peace  Corps  in  China,  and  the 
continued  acceptance  of  large  numbers  of  Chinese  students  and 
scholars  in  institutions  of  higher  learning  in  the  United  States.  We 
must  recognize  that  the  beneficiaries  of  these  programs  are  the  fu- 
ture leaders  of  China,  and  we  should  make  every  effort  to  enhance 
their  understanding  of  the  outside  world  and  its  institutions. 

Finally,  we  should  strive  to  eliminate  communication  restrictions 
between  the  United  States  and  China  such  as  the  jamming  of  Voice 
of  America  broadcasts.  With  all  due  respect  to  Congressman  Lan- 
tos,  we  believe  the  U.S.  Government  should  further  consider  ex- 
panding the  Voice  of  America  programming  to  China,  which  we 
consider  an  option  more  timely  and  cost  effective  than  setting  up 
an  entirely  new  broadcasting  operation. 

In  the  area  of  weapons  proliferation,  the  U.S.  policy  should  recog- 
nize the  importance  of  including  China  in  global  efforts  to  control 
the  proliferation  of  conventional  and  nuclear  weapons  and  tech- 
nologies, and  seek  to  ensure  China's  adherence  to  the  principles  of 
the  missile  technology  control  regime,  the  nonproliferation  treaty, 
and  enforce  all  sanctions  now  stipulated  under  U.S.  law  if  they  are 
found  to  be  in  noncompliance. 

We  should  also  press  China  to  join  additional  multilateral  insti- 
tutions established  to  control  the  proliferation  of  weapons  of  mass 
destruction  such  as  the  nuclear  supplier  safeguards  treaty. 

In  sum,  let  me  again  urge  you  and  your  colleagues  on  this  panel 
to  consider  the  full  implications  of  our  China  policy.  Our  interests 
with  China  cover  a  broad  range  of  issues.  On  some  of  these  issues 
we  converge.  On  others  we  do  not.  This  is  natural. 
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We  need  a  China  policy  that  reflects  the  complexity  of  the  rela- 
tionship and  provides  the  administration  the  flexibility  to  narrow 
our  gaps  with  China  in  the  days  and  years  ahead.  We  believe  the 
MFN  threat  is  becoming  increasingly  less  credible,  less  effective, 
and  less  appropriate.  And  we  urge  Congress  and  the  administra- 
tion to  utilize  more  targeted  and  thus  more  effective  tools  in  deal- 
ing with  China. 

In  closing,  I  would  like  to  quote  from  a  Dear  Colleague  letter 
which  is  now  circulating  under  the  signatures  of  Chairman  Lee 
Hamilton,  Representative  Robert  Matsui,  Representative  Michael 
Kopetski,  Representative  Jim  McDermott  and  Representative  Jim 
Leach,  threatening  to  withdraw  MFN  unless  statutory  conditions 
are  met  is  likely  to  be  counterproductive  from  both  a  national  secu- 
rity and  an  economic  perspective. 

Congress  can  play  a  productive  role  in  building  a  consensus  be- 
hind a  Detter,  stronger  China  policy.  We  believe  that  our  approach 
can  actually  lead  to  results." 

Thank  you  very  much  for  inviting  me  to  testify  today. 

[The  prepared  statement  of  Mr.  Anderson  appears  in  the  appen- 
dix.] 

Mr.  Gejdenson.  Thank  you. 

Mr.  Fishman. 

STATEMENT  OF  PHILLIP  FISHMAN,  ASSISTANT  DIRECTOR, 
INTERNATIONAL  AFFAIRS  DEPARTMENT,  AMERICAN  FED- 
ERATION OF  LABOR  AND  CONGRESS  OF  INDUSTRIAL  ORGA- 
NIZATION 

Mr.  Fishman.  Mr.  Chairman  and  Members  of  the  subcommittees, 
on  behalf  of  the  AFL-CIO,  I  thank  you  for  the  opportunity  to  share 
our  views  on  the  U.S.  trade  relationship  with  the  People's  Republic 
of  China. 

Simply  stated,  the  AFL-CIO  has  unequivocally  opposed  and  will 
continue  to  oppose  any  extension  of  Most  Favored  Nation  trade 
benefits  to  Communist  China. 

During  this  period  of  debate,  you  will  hear  many  persuasive  ar- 
guments by  American  corporations  that  they  will  be  injured  by  the 
revocation  of  China's  MFN.  We  do  not  dispute  these  claims.  It  is 
not  uncommon,  however,  for  U.S.  business  interests  and  the  Amer- 
ican national  interest  to  be  at  odds.  It  is  the  American  national  in- 
terest that  should  be  at  issue,  and  it  is  the  American  national  in- 
terest that  will  be  harmed  if  MFN  for  China  is  continued. 

This  is  a  nation  of  laws,  and  under  the  law  China  is  ineligible 
to  receive  these  benefits.  Title  IV  of  the  Trade  Act  of  1974  as 
amended  states  that  any  country  with  a  nonmarked  economy  must, 
among  other  things,  permit  freedom  of  emigration  in  order  to  re- 
ceive MFN  privileges.  The  scores  of  Chinese  students,  intellectuals 
and  workers  who  nave  fled  to  our  shores  in  fear  of  their  lives,  and 
without  exit  visas,  can  attest  to  the  limits  of  China's  emigration 
policy. 

As  in  the  past,  however,  the  proponents  of  MFN  for  China  will 
argue  that  law  and  morality  should  be  overlooked  in  the  interest 
of  realpolitik  and  corporate  profit. 

One  argument,  in  the  words  of  former  President  Bush,  is  that 
MFN  will  promote  the  cause  of  privatization  and  humanity  rights 
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in  China.  Whether  this  strategy,  all  carrot  and  no  stick,  is  called 
appeasement  or  constructive  engagement,  it  has  had  little  histori- 
cal success. 

In  fact,  recent  history  proves  that  it  is  the  denial  of  trade  privi- 
leges to  dictators  that  can  help  to  advance  the  cause  of  democracy 
and  human  rights.  Look  at  what  happened  in  the  former  Soviet 
Union.  Look  at  what  happened  in  Chile.  And  look  at  what  is  hap- 
pening in  South  Africa. 

China,  on  the  other  hand,  has  had  MFN  since  1980  and  is  said 
to  be  reforming  itself.  Its  rulers  hold  onto  power  by  denying  citi- 
zens even  the  most  basic  of  rights.  They  govern  through  prolonged 
detention  without  trial,  forced  labor,  religious  persecution,  and  the 
crushing  of  independent  worker  and  student  organizations.  Work- 
ers don't  have  the  freedom  to  organize  into  real  unions.  Those  who 
dare  to  speak  out  are  banished,  jailed,  or  toured  or  reeducated. 
Some  are  killed. 

Chinese  citizens  who  tested  this  system  4  years  ago  in 
Tiananmen  Square  found  out  the  hard  way  just  how  reformed  their 
government  really  is.  When  the  tanks  rolled  in  after  9  years  of 
MFN  for  China,  the  leaders  of  the  Beijing  regime  were  not  thinking 
of  trade  benefits  from  the  quest.  They  were  thinking  about  their 
own  survival. 

After  the  dust  had  settled  and  the  student  and  worker  activists 
had  been  killed  or  carpeted  oflT  to  the  Laogais,  the  regime  once 
again  turned  its  attention  to  MFN,  but  again,  only  as  a  matter  of 
its  own  survival.  A  1990  fi-ont  page  article  in  China's  People's  Daily 
newspaper  explained  the  tactic  quite  clearly. 

"For  political  needs,"  Marx  once  said,  "we  can  even  form  an  alli- 
ance with  the  monster.  The  problem  is  we  should  lead  the  monster 
by  the  nose  rather  than  the  other  way  around.  Let  us  always  re- 
member these  remarks  by  the  revolutionary  teacher." 

The  West  has  proven  to  have  a  very  long  nose. 

Discredited  by  their  own  people  and  desperate  for  hard  currency, 
China  promoted  the  establishment  of  joint  ventures  which,  with 
very  few  exceptions,  operate  under  strict  guidelines  from  the  state, 
dictating  that  a  large  percentage  of  their  production  be  sold  abroad. 

This  policy,  coupled  with  thriving  exports  in  the  weapons  of  mass 
destruction  to  countries  hostile  to  the  United  States,  has  helped  the 
regime  amass  over  $40  billion  in  foreign  reserves.  In  turn,  these  re- 
serves were  used  to  purchase  advanced  weapons  and  technology, 
and  lately,  to  promise  the  purchase  of  a  wide  variety  of  American 
products,  in  order  that  a  greater  number  of  U.S.  businessmen 
would  plead  their  case  to  you. 

Sadly,  this  cynical  attempt  to  bribe  the  nation  does  not  just  per- 
tain to  a  trade  in  goods,  but  also  to  a  trade  in  human  lives.  Shortly 
before  every  congressional  vote  on  MFN,  China  releases  a  certain 
numbfer  of  political  prisoners  whose  names  are  known  and  whose 
fate  is  followed  closely  in  the  West.  The  fact  that  a  greater  number 
of  political  prisoners  are  detained  every  year  goes  largely  unre- 
ported. 

Some  will  tell  you  that  Beijing's  willingness  to  accept  our  cur- 
rency and  to  hear  our  humanitarian  pleading  represents  a  great 
break  through  for  freedom.  We  tell  you  that  China's  dictators  have 
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happily  taken  our  money  and  have  used  it  help  maintain  control 
over  their  markets,  as  well  as  their  people. 

Last  year,  the  U.S.  trade  deficit  with  China  stood  at  $18  billion, 
second  only  to  our  deficit  with  Japan.  By  some  estimates,  every  $1 
billion  of  that  deficit  represents  20,000  fewer  jobs  for  American  citi- 
zens. 

Already,  our  pattern  of  trade  has  shifted  from  one  of  selling  high 
technology  goods  to  a  low-wage,  low-tech  market,  to  one  of  buying 
goods  made  with  our  technology  back  from  a  high-tech,  low- wage 
market.  Boeing,  McDonnell  Douglas,  Hughes  Aircraft,  United  Tech- 
nologies, AT&T,  these  are  only  a  few  of  the  U.S.-based  multination- 
als that  have  begun  to  transfer  technology  and  well-paid,  high- 
skilled  American  jobs  to  China.  These  jobs,  now  under  threat,  are 
precisely  those  that  President  Clinton  has  rightly  discussed  as  crit- 
ical to  the  future  health  of  the  American  economy. 

In  the  swirling  debate  over  trade,  markets  and  strategic  inter- 
ests, certainly  we  would  concede  that  something  is  usually  better 
than  nothing,  and  that  the  Mitchell-Pelosi  compromise,  attaching 
conditions  to  MFN  renewal,  is  better  than  the  status  quo.  For  those 
who  support  this  compromise,  however,  we  issue  a  strong  word  of 
caution.  In  order  to  verify  compliance — either  with  agreements 
China  signs  or  with  conditions  you  impose — ^you  will  find  your- 
selves relying  on  the  honor  and  goodwill  of  tyrants. 

Events  within  the  last  week  have  proven  just  how  hazardous  this 
reliance  can  be.  Last  Friday,  the  U.S.  intelligence  officials  informed 
Members  of  the  Senate  Foreign  Relations  Committee  that, 
disavowals  to  the  contrary,  there  is  evidence  that  the  Chinese  Gov- 
ernment continues  to  ignore  its  agreement  on  weapons  prolifera- 
tion, this  time  by  telling  components  of  M-11  ballistic  missiles  to 
Pakistan, 

Just  2  days  ago  the  Laogai  Research  Foundation  revealed  that 
Beijing  is  finding  new  and  inventive  ways  to  circumvent  its  memo- 
randum of  understanding  on  prison  labor.  Goods  made  with  slave 
labor  are  being  shipped  to  us  through  subsidiaries  in  Hong  Kong, 
The  names  of  known  prison  factories  are  being  altered,  the  brand 
names  of  products  are  being  changed  to  correspond  with  those  from 
nonprison  factories,  and  new  links  with  legitimate  businesses  are 
being  made,  including  with  U,S.-owned  enterprises.  The  Laogai  Re- 
search Foundation's  report  giving  documentary  evidence  is  being 
submitted  as  part  of  my  written  testimony,  and  Harry  Wu  is  here 
to  answer  any  questions  you  may  have  on  this  particular  issue. 

The  fact  is,  as  long  as  China  remains  closed  and  unfree,  no 
memorandum,  agreement,  statement  of  conditions,  or  other  piece  of 
paper  can  or  will  be  enforced. 

In  addition,  the  American  labor  movement  questions  the  morality 
of  the  exemption  for  U.S.-based  corporations  which  is  contained  in 
this  compromise.  If  it  is  wrong  for  tyrants  to  profit  from  repression, 
is  it  any  less  wrong  because  they  agree  to  share  these  profits  with 
American  businessmen? 

After  all,  somewhere  buried  under  the  discourse  of  what  is  good 
or  bad  trade  and  foreign  policy,  is  there  not  a  basic  question  about 
what  is  right  and  what  is  wrong? 
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Aren't  the  ideals  of  democracy,  justice  and  basic  human  decency 
worth  something  more  than  the  profits  of  a  few,  derived  from  the 
repression  and  exploitation  of  1  billion  people? 

We  think  so.  And  we  believe  that  the  enforcement  of  our  trade 
laws  should  reflect  a  commitment  to  the  advancement  of  human 
rights.  We  believe  in  this  because  practical  idealism  has  proven  to 
work  better  than  unprincipled  "pragmatism" — ^and  because  foreign, 
domestic  or  any  other  type  of  policy,  it  is  what  the  United  States 
of  America  is  supposed  to  stand  for. 

Now  is  the  time  to  stand  on  principle  and  do  what  is  right.  The 
AFL-CIO  is  ready  to  work  with  the  Congress  and  the  administra- 
tion to  develop  a  strong,  principled  response  to  continued  Chinese 
repression.  The  strongest  response — ^the  right  response — ^is  to  stop 
the  travesty  of  extending  Most  Favored  Nation  status  to  the  Peo- 
ple's Republic  of  China. 

Mr.  Chairman,  in  closing  I  would  also  like,  with  your  permission, 
to  submit  into  the  record  a  videotape  of  a  news  broadcast  which 
was  on  TV  Tuesday  night,  after  Harry  Wu  released  a  report  to  the 
Laogai  Foundation,  which  shows,  amongst  other  things,  an  Amer- 
ican corporate  executive  visiting  a  slave  labor  camp  in  China. 

Thank  you. 

[The  prepared  statement  of  Mr.  Fishman  appears  in  the  appen- 
dix.] 

Mr.  Gejdenson.  Thank  you. 

Do  you  know  what  corporation  that  was,  Harry? 

STATEMENT  OF  HONGDA  HARRY  WU,  EXECUTIVE  DIRECTOR, 
LAOGAI  RESEARCH  FOUNDATION 

Mr.  Wu.  Columbus  McKinnon  in  Buffalo. 

Mr.  Gejdenson.  Do  you  want  to  make  a  general  statement? 

Mr.  Wu.  Mr.  Chairman,  Members  of  the  subcommittees,  thank 
you  for  having  me  and  my  fellow  Director,  Jeff  Fiedler,  here  today 
on  behalf  of  the  Laogai  Research  Foundation  to  share  what  we 
have  uncovered  in  a  3-month  investigation  of  Chinese  forced  labor 
product  exports. 

Remember,  last  April,  the  Bush  administration  said  China  would 
sign  a  memorandum  of  understanding  on  forced  labor  products. 
The  unusual  advance  notice  was  intended  to  knock  down  one  of  the 
conditions  of  MFN.  The  MOU  was  finally  signed  last  August. 

Now,  how  is  everything  going?  Did  the  Chinese  keep  their  agree- 
ment? 

The  MOU  hasn't  helped  to  stop  the  export  of  forced  labor  prod- 
ucts to  the  United  States.  The  Chinese  Grovernment  has  denied 
nearly  all  the  requests  of  the  United  States  to  inspect  Laogai  camp 
facilities.  They  have  expanded  their  efforts  to  hide  the  origin  of  the 
products  by  changing  the  factory  names  of  the  prisons,  opening 
new  sales  offices,  changing  products'  brand  names,  and  continuing 
to  integrate  prison  enterprises  with  legitimate  business. 

Also,  I  am  reminded  of  Congressman  Sam  Gejdenson's  comments 
in  September  of  1991  at  a  similar  hearing.  "So  that  means  if  the 
Chinese  put  all  these  hammers  in  one  room,  you  are  dead.  I  mixed 
the  hammers  in  a  big  pile  and  took  the  hammers  out." 


17 

This  problem  of  mixing  these  products  with  legal  products  con- 
tinues and  may  be  expanding.  This  mixing  makes  the  United 
States'  law  enforcement  efforts  virtually  impossible. 

This  is  a  map  of  the  Yuhang  County  of  the  Zhejiang  Province. 
We  can  say  this  is  a  Laogai  county.  This  is  crowded  by  six  Laogai 
reform  camps:  No.  2  prison,  No.  4  prison,  No.  6  prison,  a  Laogai 
Farm,  Qianjiang  cement  factory,  plus  juvenile  camps. 

This  is  a  facility  of  a  hoist  manufacturer.  They  manufacture  the 
hoist.  The  brand  name  is  Wulin.  We  bought  this  in  Hong  Kong  and 
then  we  bought  another  chain  hoist  in  Baltimore.  It  is  sold  by  Co- 
lumbus McKinnon.  The  brand  was  changed  to  CM  brand.  So  far  as 
we  know,  the  American  firm  has  had  a  relationship  for  more  than 
10  years  with  this  Laogai  factory. 

And  now,  the  Chinese  have  changed  the  sales  office  into  a  new 
factory  name.  It  is  called  Hangzhou  Superpower  Hoists  Factory, 
and  it  is  continuing  to  sell  the  products  to  the  United  States. 

And  also,  for  example  Diamond  brand  handtools  are  made  by 
Zhejiang  Province  No.  2  prison.  We  found  them  in  the  United 
States.  Also,  there  are  some  normal  Chinese  manufacturers  mak- 
ing the  same  Diamond  brand. 

We  also  find  no-brand,  Chinese-made  wrenches  in  the  United 
States.  The  Chinese  salesperson  from  the  labor  camps  told  me  they 
can  make  any  brand,  whatever  I  want.  They  also  can  make  no- 
brands. 

And  then  we  go  to  North  China — Shengyang  City.  There  is  a 
street,  Northeast  Boulevard — we  like  to  call  this  Laogai  Boulevard, 
because  on  this  street  there  are  located  five  big  prisons,  including 
No.  2  prison.  The  public  name  is  Shenyang  Xinsheng  Rubber  Fac- 
tory. They  produce  9  million  pairs  of  boots,  many  of  them  exported 
to  the  international  market,  including  the  United  States.  This  is 
their  brochure,  made  by  the  prison.  We  bought  similar  boots  in  the 
United  States.  We  don't  know  for  certain  if  they  came  from  the 
prison.  But,  Chinese  documents  say  they  definitely  export  many, 
many  boots  for  many,  many  years  to  the  United  States. 

Also,  there  is  a  No.  1  labor  reform  detachment  in  Shenyang  City. 
The  public  name  is  Shenyang  Xinsheng  Chemical  Factory.  This  fac- 
tory manufactures  50  percent  of  the  nation's  output  of  chemicals 
for  rubber  processing,  50  percent  of  the  whole  nation.  And  we 
found  an  advertisement  published  by  the  Chinese  Grovemment  for 
this  Laogai  factory. 

We  found  two  men  in  the  photograph  who  come  fi'om  Dow  Chem- 
ical. One  we  believe  we  can  identify  as  the  Greneral  Director  of  Dow 
Chemical  Pacific  located  in  Hong  Kong.  We  don't  know  what  is  his 
relationship,  what  is  the  business  they  are  talking  about,  but  they 
went  over  there,  because  here  is  the  pnoto,  here  are  the  two  gentle- 
men from  Dow,  and  this  other  one  is  a  Chinese  prison  official  in 
civilian  clothes. 

Later  we  found  another  photo,  he  was  in  police  uniform.  We 
identified  him.  He  is  the  chief  of  this  prison. 

Exports,  forced  labor  products  exports,  represents  only  one  aspect 
of  the  Laogai  system.  Today,  10  million  people  are  still  locked  in 
the  Laogai  and  are  forced  to  labor  and  reform  their  thought,  what 
you  call  Drainwashing. 
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It  is  not  enough  to  release  a  few  well-known  dissidents  at  a  time. 
The  existence  of  the  Laogai  itself  is  one  of  the  most  critical  human 
rights  issues  of  our  time. 

We  believe  in  this  simple  truth — Democracy  cannot  exist  in 
China  as  long  as  the  Laogai  exists. 

I  would  like  to  take  this  opportimity  to  say  to  you  and  the  Amer- 
ican people,  please,  don't  buy  blood.  Please,  don't  buy  tears.  Please, 
don't  profit  from  cruel  money.  Stop  forced  labor,  stop  the  Laogai. 

Thank  you. 

Mr.  Gejdenson.  Thank  you,  Harry. 

The  gentleman  from  New  York,  Mr.  Ackerman. 

THE  USE  OF  MFN  TO  ACCOMPLISH  U.S.  GOALS  IN  CHINA 

Mr.  Ackerman.  I  would  like  to  thank  all  three  witnesses  for 
their  excellent  presentations. 

Mr.  Wu,  I  especially  appreciate  your  depth  of  feeling  and  rightful 
emotions  about  this  entire  issue  of  human  rights.  I  think  that  ev- 
erybody here  shares  all  of  the  goals,  I  think  without  exception,  that 
each  01  the  three  witnesses  has  expressed. 

But  the  idea  is,  how  do  we  reach  those  goals?  You  know,  if  we 
are  to  be  goal  oriented,  which  is  what  I  think  this  is  really  all 
about,  if  we  are  to  see  these  kinds  of  changes  occur  throughout 
China,  for  all  the  Chinese  people,  how  do  we  make  that  happen? 

Sometimes  the  mechanisms  and  the  machinery  that  we  put  to- 
gether to  effect  change  doesn't  work,  and  sometimes,  unfortunately, 
the  mechanisms  that  we  hope  to  work  work  in  the  complete  oppo- 
site direction. 

The  question  I  ask,  I  guess,  goes  right  to  the  core  of  the  MFN 
issue.  If  indeed  we  impose  sanctions  on  China,  that  China  cannot 
or  will  not  accomplish  in  the  timeframe  that  we  would  like  them 
to  accomplish  it,  would  we  therefore  force  them,  this  whole  nation 
of  all  these  people,  with  as  repressive  a  leadership  as  they  have, 
with  a  terrible  as  a  regime  that  we  would  all  agree  to,  that  we 
would  like  to  change,  they  do  indeed,  because  they  cannot  buy 
American,  suddenly  change  the  entire  history  and  direction  that 
their  country  heretofore  has  been  going?  Has  not  changed  occurred 
in  a  positive  direction  because  of  our  policies  thus  far?  Has 
progress  been  made  up  until  now? 

If  we  impose  MFN,  does  China  regress?  Do  they  get  further  iso- 
lated? 

Mr.  Fishman,  you  had  pointed  to  a  strategy  that  worked  and 
cited  historical  references  of  the  Soviet  Union  and  Chile  and  South 
Africa.  China  is  a  different  place,  I  think,  with  a  different  mind  set. 
And  those  incidents  certainly  were  different  incidents. 

South  Africa  worked  because  the  entire — almost  the  entire  world 
community  participated  in  the  boycott.  Chile,  I  believe  it  was  a 
military  embargo  only.  We  had  language,  but  there  were  exceptions 
to  it.  The  Soviet  Union  did  not  collapse  because  it  did  not  have 
MFN.  There  are  many  more  sophisticated  reasons  that  that  hap- 
pened. 

Will  MFN  accomplish  our  goals? 

Mr.  Anderson. 

Mr.  Anderson.  Maybe  I  could  take  a  first  try.  Obviously  my  view 
is  that  the  answer  is  no.  I  think  we  should  not  lose  sight  of  the 
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fact  that  we  are  the  only  country  in  the  world  who  is — which  is 
considering  even  putting  conditions  on  MFN,  much  less  taking 
MFN  away  from  China. 

Frequently  I  hear  people  refer  to  not  wanting  to  isolate  China. 
I  don't  think  isolating  China  at  this  stage  in  China's  history  is  the 
real  question.  I  think  we  would  be  isolating  ourselves  from  China. 
China  would  certainly  turn  to  Japan  and  the  European  Commu- 
nity. We  would  hurt  them  economically,  but  we  are  not  going  to 
isolate  China  under  present  circumstances. 

And  I  think  we  have  to — really  have  to  look  at  reality.  There  is 
a  growing — not  perhaps  a  middle  class  but  a  growing  consumer 
market  in  China.  People  can  go  out  and  buy  American  goods  these 
days.  This  is  a  market  that  has  tremendous  potential. 

The  Japanese  have  already  seen  it.  They  have  opened  a  big  de- 
partment store  in  Beijing.  They  are  going  to  open  the  world's  larg- 
est department  store  in  Shanghai.  If  we  stand  on  the  sidelines, 
China  will  continue  to  develop  economically  and  we  will  not  be  a 
part  of  it.  That  will  make  us  not  a  part  of  the  change  that  I  think 
everybody  agrees  should  take  place. 

We  saw  this  type  of  change  take  place  in  South  Korea  in  terms 
of  human  rights,  in  Taiwan  in  terms  of  human  rights.  I  think  the 
way  to  go  is  to  give  the  Chinese  people  a  stake  in  changing  their 
own  system. 

Mr.  FiSHMAN.  Congressman,  if  I  might  also  respond  to  your  ques- 
tion, I  first  want  to  discuss  a  little  bit  this  issue  of  the  fact  that 
open  markets  naturally  lead  toward  greater  political  liberalization. 
If  you  take  a  look  at  the  experience  in  Asia,  the  neighbors  of  China, 
at  countries  such  as  Malaysia,  Singapore  and  so  on,  I  think  vou  can 
make  a  compelling  case  that,  in  fact,  it  isn't  necessarily  tne  case 
that  by  imposing  a  market,  by  establishing  a  market  in  a  country, 
that  that  will  naturally  lead  to  greater  political  liberalization, 
which  will  actually  lead  to  a  greater  respect  for  human  rights  and 
workers'  rights. 

I  iust  don't  think  particularly  the  record  in  Asia  supports  that 
kind  of  development.  And  it  is  not  clear  to  us  in  terms  of  the  infor- 
mation we  get,  part  of  which  comes  from  people  like  Harry  Wu, 
that,  in  fact,  this  liberalization  process  economically,  which  is  tak- 
ing place  in  China  now,  has  indeed  led  toward  greater  political  lib- 
eralization. 

In  fact,  I  think  Harry  can  confirm  that  it  is  precisely  those  prov- 
inces in  China  where  the  economic  liberalization  has  taken  place 
the  most,  where  indeed  you  have  the  most  prison  labor  camps,  the 
most  prisons. 

I  had  the  opportunity  to  live  in  South  Korea  for  4  years,  from 
1982  to  1986.  I  can  tell  you  that,  while  that  country  was  under- 
going economic  liberalization,  it  was  not  willingly  transforming  it- 
self. It  was  not  willingly  allowing  itself  to  become  more  liberal, 
more  open.  And,  in  fact,  there  were  forces  building  internally  with 
the  support  of  the  outside,  with  the  support  of  the  AFL-CIO,  with 
the  threat  of  trade  sanctions,  with  sanctions  from  the  United  Na- 
tions and  so  on 

Mr.  AcKERMAN.  Did  you  say  with  trade  sanctions  or  the  threat 
of  trade  sanctions? 

Mr.  FiSHMAN.  The  threat  of  trade  sanctions. 
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Mr.  ACKERMAN.  Only  the  threat? 

Mr.  FiSHMAN.  Also,  as  you  know,  China  lost  its  MFN  privileges 
during  that  period,  the  period  that  it  was  going  through  the  tumult 
of  the  demonstration. 

Mr.  AcKERMAN.  I  am  not  sure  that  is  accurate. 

Mr.  Anderson.  We  have  the  former  Ambassador  here. 

Mr.  Gejdenson.  We  are  going  to  give  the  former  Ambassador  a 
chance  to  answer  questions.  Why  don  t  we  wrap  up? 

Mr.  Fishman.  Let  me  make  one  last  point  to  that,  Mr.  Chairman. 
Korea  has  recently  lost  its  APEC  privileges.  The  APEC  privileges 
have  been  suspended  on  a  human  rights  basis.  That  has  now  been 
in  place  for  a  couple  of  years. 

Mr.  Gejdenson.  The  gentleman  from  California — Harry? 

Mr.  Wu.  I  have  three  points  to  respond  to. 

The  first  one,  the  Congressman  mentioned  about  the  different 

E laces.  I  agree  with  you  that  South  Africa  and  Chile  are  different 
ecause  they  are  basically  capitalist,  not  like  the  former  Soviet 
Union  or  China,  being  Communist  systems.  China  is  a  Communist 
dictatorship.  This  is  really  a  critical  difference. 

Second,  I  don't  think  we  want  to  suggest  or  I  want  to  suggest  iso- 
lating China.  But  we  think  the  threat  of  MFN  would  be  very  effec- 
tive to  express,  as  a  free  country,  what  we  are  concerned  about. 

The  third  point,  economic  development  doesn't  naturally  lead  to 
political  reform.  The  two  are  not  logically  related. 

Let  me  give  you  an  example.  From  1933  to  1938,  in  a  Germany 
led  by  Hitler,  the  economy  increased  68  percent  in  5  years.  Eco- 
nomic development  didn't  lead  to  the  development  of  democracy.  It 
led  to  World  War  H.  Right  now,  Chinese  economic  development 
didn't  mean  they  are  totally  changing  the  political  situation.  The 
dictatorship  is  still  there. 

The  last  point,  what  about  principle?  You  are  talking  of  money, 
talking  about  job  opportunity.  But  what  about  principle?  And,  also 
America  has  a  law.  People  violate  the  law.  Do  you  want  to  earn 
money  off  of  people  like  me?  I  spent  19  years  in  Chinese  jails.  I 
grew  cotton,  grew  grapes,  and  who  wants  the  money  that  comes 
from  those  grapes  and  cotton?  What  about  principle?  Where  is  prin- 
ciple? 

Thank  you. 

Mr.  Gejdenson.  Thank  you. 

The  gentleman  from  California. 

the  impact  of  CONDITIONALITY  on  the  U.S.  ECONOMY 

Mr.  Lantos.  Mr.  Anderson,  I  read  your  testimony  with  great 
care.  I  have  rarely  seen  more  disappointing  testimony.  So  I  would 
like  to  ask  some  specific  questions  concerning  what  you  are  saying. 

You  are  saying,  and  I  am  quoting  you,  "I  can  state  unequivocally 
that  withdrawing  or  conditioning  MFN  would  be  a  recipe  for  disas- 
ter for  U.S.  workers,  consumers  and  employers  in  the  form  of  over 
150,000  lost  jobs,  $8  bilhon  in  lost  exports" — that  is  the  size,  by  the 
way,  of  our  total  export,  isn't  it? 

Mr.  Anderson.  That  is  right. 

Mr.  Lantos.  "And  at  least  $14  billion  in  higher  import  prices  for 
American  consumers."  Now,  do  you  really  want  this  committee  to 
believe  that  conditioning  Most  Favored  Nation  treatment  to  China 
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would  mean  a  total  and  immediate  and  unconditional  ban  on  all 
American  exports  to  China?  Do  you  really  think  anybody  in  the 
Congress  believes  this  absurd  statement? 

Mr.  Anderson.  Congressman  Lantos,  I  think  what  we  are  refer- 
ring to  here 

Mr,  Lantos.  I  am  asking  you  a  specific  question.  I  will  quote  it 
again,  because  I  am  asking  you  to  answer  the  question  I  am  ask- 
ing. I  will  read  your  statement  again,  and  I  am  asking  you  whether 
you  truly  believe  that.  What  you  are  saying  is,  conditioning  MFN 
would  mean  $8  billion  in  lost  exports. 

Now,  you  clearly  understand  that  MFN,  if  it  is  granted,  will  be 
conditioned.  You  Imow  that  as  well  as  we  do.  Is  it  your  statement — 
and  I  wish  we  had  witnesses  under  oath — is  it  your  statement  that 
if  MFN  is  conditioned  there  will  be  a  total  ban  on  all  American  ex- 
ports to  China?  Because  that  is  what  your  statement  says. 

Mr.  Anderson.  No,  sir.  That  is  an  overstatement. 

Mr.  Lantos.  I  am  happy  to  have  you  admit  it  in  public.  So  how 
would  you  like  to  revise  your  prepared  statement?  I  would  like  you 
to  revise  it  now. 

Mr.  Anderson.  If  conditions  such  as  are  contained  in  the  bill 
submitted  by  Congressman  Pelosi 

Mr.  Lantos.  No,  you  are  not  talking  about  Congresswoman 
Pelosi.  I  am  quoting  your  statement.  What  you  are  saying  here  is 
this:  "I  can  state  unequivocally  that  withdrawing  or  conditioning 
MFN  would  result  in  $8  billion  in  lost  exports." 

Mr.  Anderson.  As  I  say,  that  is  an  overstatement.  If  conditions 
were 

Mr.  Lantos.  It  is  a  lie,  Mr.  Anderson.  It  has  no  relationship  to 
reality.  You  ought  to  be  ashamed  of  yourself  You  prepared  this 
statement  on  behalf  of  the  United  States-China  Business  Council, 
and  in  the  opening  para^aph  you  make  a  flat-out  statement  that 
is  not  tangentially  related  to  truth. 

Mr.  Anderson.  Congressman  Lantos,  if  you  will  permit  me  to  ex- 
plain what  I  was  trying  to  say — conditions  of  the  type  that  are 
being  discussed  I  think  would  inevitably  lead  to  the  revocation  of 
Most  Favored  Nation  status  for  China,  which  would,  in  turn,  lead 
to  the  revocation  of  Most  Favored  Nation  status  for  U.S.  products 
going  to  China,  which  would  mean  a  trade  war.  And  it  could  very 
well  cost  very  close  to  our  total  exports  since  most  of  our  exports 
are  in  very  large-ticket  items  such  as  aircraft,  agricultural  products 
and  so  forth,  which  would  be  switched,  I  am  confident. 

Mr.  Lantos.  How  would  you  rephrase  your  prepared  statement, 
Mr,  Anderson? 

Mr.  Anderson.  I  would  rephrase  it  to  sav  that  placing  condi- 
tions— I  can  say  that  withdrawing  MFN  would  be  a  recipe  for  dis- 
aster, and  conditions  such  as  have  been  proposed  that  would  be  to- 
tally unacceptable  to  China  could  cost  us  as  much  as  150,000  lost 
jobs,  up  to  $8  billion,  and  perhaps  $14  biUion  in  higher  import 
prices. 

Mr.  Lantos.  I  will  deal  with  the  higher  import  prices  in  a 
minute.  But  let  me  just  state  for  the  record  that  I  don  t  think  you 
will  find  a  single  Member  of  Congress  believing  the  statement  that 
conditioning  MFN  to  China  will  result  in  $8  billion  of  lost  exports, 
meaning  the  total  wiping  out  of  U.S.  exports  to  China. 
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As  a  matter  of  fact,  I  predict  to  you — and  you  will  be  here  a  year 
from  now  and  2  years  from  now — I  predict  to  you  that,  despite  the 
fact  that  there  will  be  a  conditioning  of  MFN  to  China,  there  will 
be  an  increase  in  American  exports  to  China  next  year  and  the 
year  after  and  the  following  year.  Because  China  is  a  growing  econ- 
omy, and  they  desperately  need  the  things  it  buys  from  us. 

There  will  also  be  an  effort  on  our  part  to  see  to  it  that  American 
products  are  not  discriminated  against.  So  we  will  close  this  out- 
rageous trade  gap  between  what  they  sell  to  us  and  what  we  sell 
to  them. 

Now  I  come  to  your  $14  billion  in  higher  import  prices.  What  is 
the  total  value  of  Chinese  exports  to  the  United  States  this  year? 

Mr.  Anderson.  Well,  in  19 

Mr.  Lantos.  1992. 

Mr.  Anderson.  I  think  about  $18  billion. 

Mr.  Lantos.  You  are  saying  that  will  jump  to  $32  billion? 

Mr.  Anderson.  If  we  go  to  the  Smoot-Haley  tariff. 

Mr.  Lantos.  Mr.  Smoot  and  Mr.  Haley  are  not  part  of  this  Con- 
gress. You  are  just 

Mr.  Anderson.  The  law  is  still  on  the  books. 

Mr.  Lantos.  You  are  engaged  in  the  cheapest  scare  tactics  I  have 
seen,  and  it  is  an  insult  to  the  intelligence  of  this  body.  You  are 
saying  what  we  are  buying  now  from  China  for  $18  billion  will  cost 
us  $14  billion  more,  $32  billion,  if  we  condition  MFN  to  China. 

Later  on  in  your  testimony,  however,  you  say  something  remark- 
able. I  am  quoting  you.  "The  products  we  import  from  China" — that 
is  page  2  of  your  testimony;  I  am  quoting  verbatim — "most  of  which 
are  low-tech,  low-end  consumer  goods,  would  be  imported  from 
other  relatively  low-wage  countries  like  Thailand,  the  Philippines, 
Indonesia  and  Mexico  if  MFN  were  to  be  withdrawn." 

Now,  are  you  suggesting  that  costs  of  toys  or  shoes,  of  textiles 
made  in  the  Philippines  or  Mexico,  are  twice  that  of  China's? 

Mr.  Anderson.  No,  that  is  not  what  I  was  saying. 

Mr.  Lantos.  Well,  that  is  what  you  are  saying  if  you  are  saying 
that  the  cost  will  go  up  by  $14  billion. 

We  are  going  to  shift  now.  We  can't  bring  it  in  from  China,  you 
said.  We  are  going  to  shift  now  to  these  other  low-cost  countries, 
and  our  consumer  bill  will  go  up  by  $14  billion.  This  is  a  figure 
plucked  out  of  thin  air.  There  is  not  a  study  you  can  present  to  this 
committee  that  remotely  suggests  that.  Or  is  there  one? 

Mr.  Anderson.  We  did  the  numbers,  and  I 

Mr.  Lantos.  Who  did  the  numbers? 

Mr.  Anderson.  I  did  not  personally  do  it  myself. 

Mr.  Lantos.  Who  did  the  numbers,  Mr.  Anderson? 

Mr.  Anderson.  Some  of  my  staff. 

Mr.  Lantos.  Is  it  available  in  print  so  we  can  have  a  copy  and 
look  at  that  study? 

Mr.  Anderson.  I  will  find  out.  I  don't  have  it  myself.  This  was 
drafted,  and  I  didn't  see  the  original  figures,  frankly. 

Mr.  Lantos.  So  somebody  drafted  this  statement  for  you,  and 
you  read  it? 

Mr.  Anderson.  No,  I  am  not  saying  that.  I  stand  by  the  state- 
ment. But  I  say  that  particular  bit  of  calculation  I  did  not  do  my- 
self, and 
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Mr.  Lantos.  That  bit  of  calculation  is  the  essence  of  your  testi- 
mony. That  bit  of  calculation  says  that  if  we  condition  MFN  to 
China,  our  costs  as  consumers  will  go  up  by  $14  billion,  which 
means  almost  doubling  the  cost  of  what  we  are  currently  buying 
from  China.  You  don't  need  a  Ph.D.  in  economics  to  realize  this  is 
an  absurdity,  and  you  are  now  saying  that  you  may  or  may  not 
have  any  documentation  for  this. 

Mr.  Anderson.  I  can  give  you  one  example.  For  example,  the 
shoe  industry  has  told  me  of  the,  I  think,  $4  billion  that  we  import 
in  shoes,  that  the  price  would  go  up  35  to  40  percent  if  MFN  were 
lost. 

Mr.  Lantos.  The  shoe  industry  that  imports,  presumably,  is  an 
interested  party  in  this.  And  they  told  you  that  the  prices  will  go 
up  by  35  percent.  Maybe  they  are  wrong.  Maybe  they  would  go  up 
10  percent  or  5  percent,  but  they  wouldn't  double.  And  your  figures 
claim  that  across  the  board  everything  will  double.  So  that  state- 
ment also  is  an  overstatement,  is  it  not? 

Mr.  Anderson.  I  would  have  to  go  back  and  check — ask  my  peo- 
ple where  they  got  the  numbers  for  each  specific  item.  Because 

Mr.  Lantos.  It  is  not  a  specific  item,  Mr.  Anderson.  It  is  the 
overall  import  bill.  The  overall  import  bill  is  $18  billion.  You  are 
saying  that  if  we  condition  MFN  to  China,  that  bill  will  jump  by 
$14  billion. 

Mr.  Anderson.  Shoes  are  one  case,  35  to  40  percent.  But  it  is 
across  the  board.  The  increases  in  the  tariffs  on  Chinese  products 
make  astronomical  leaps.  Some  go  from  6  to  65  percent. 

Mr.  Lantos,  But  you  are  missing  the  point  that  if  the  cost  goes 
up  astronomically,  our  intelligent  importers  will  move  and  buy 
elsewhere,  where  the  prices  haven't  changed. 

Mr.  Anderson.  I  would  agree  with  you.  They  can't  do  that  over- 
night, however. 

Mr.  Lantos.  Well,  nothing  can  be  done  overnight  in  a  complex 
trade  relationship.  But  I  must  say  to  you  that  this  statement  lacks 
all  credibility. 

I  just  have  one  more  question  to  ask  of  you 

Mr.  Anderson.  All  right. 

THE  HUMAN  RIGHTS  ISSUE 

Mr.  Lantos  [continuing].  Toward  the  issues  that  the  two  gentle- 
men raised,  and  we  will  hear  from  the  human  rights  panel  shortly, 
the  persecution  of  Catholics  and  Protestants,  forced  abortions,  pris- 
on labor,  lack  of  press  freedom,  lack  of  freedom  in  the  whole  politi- 
cal arena  or  in  the  association  arena.  Do  those  register  with  you 
at  all? 

Mr.  Anderson.  Of  course.  I  am  rather  offended  that  you  would 
suggest  that 

Mr.  Lantos.  You  have  no  reason  to  be  offended. 

Mr.  Anderson.  I  lived  in  China  from  1973  to  1975  at  our  liaison 
office.  I  lived  in  China  again  from  1980  to  1983  at  our  Consulate 
General  in  Shanghai.  I  have  friends  who  have  been  arrested.  I 
have  one  friend,  a  diplomat,  whose  son  was  shot  and  killed  at 
Tiananmen. 

Mr.  Lantos.  You  should  be  passionate  about  these  issues. 
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Mr.  Anderson.  My  debate  is  how  you  go  about  it  and  what 
makes  sense.  I  am  not  insensitive  to  the  human  rights  issues.  In 
fact,  the  United  States  is  the  only  country  that  is  even  considering 
taking  this  approach. 

Mr.  Lantos.  You  should  be  very  proud  of  the  fact  that  the  Unit- 
ed States  is  taking  this  approach,  and  you  and  your  association 
should  direct  your  considerable  resources  and  talents  and  assets  to 
having  our  fnends  and  allies  take  similar  approaches  rather  than 
undermining  the  principled  approach  in  favor  of  human  rights  that 
this  country  historically  has  taken. 

Mr.  Gejdenson.  The  gentleman  from  California. 

Mr.  ROHRABACHER.  Thank  you  very  much. 

principles  underlying  U.S.  POUCY  TOWARD  CHINA 

I  am  a  free  trader.  I  happen  to  believe  in  free  trade.  I  also  be- 
lieve if  you  have  free  trade  it  has  to  be  between  free  people  or  it 
doesn't  mean  anything.  And  there  is  no  reason  in  the  world,  it 
seems  to  me,  Mr.  Anderson,  that  now  that  we  don't  have  to  play 
the  China  card  against  the  Soviet  Union  to  try  to  create  stability 
or  a  freer  world  in  general  that  we  should  be  basically  involved 
with  countries  that  do  not  permit  their  people  to  be  free. 

Why  not  just  leave  China,  if  the  Chinese  people  do  not  rise  up 
and  eliminate  their  dictatorial  regime?  Why  not  let  them  just  dis- 
integrate economically?  And  why  not  then  have  our  investments  di- 
rected toward  freer  countries  perhaps  like  the  Philippines  and 
other  countries  in  the  Third  World  that  are  struggling  with  democ- 
racy that  would  love  to  have  these  investments,  instead  of  giving 
them  foreign  aid? 

Why  should  we  promote  the  economic  progress  in  a  society  con- 
trolled by  tyrants  who  rip  off  the  profits  from  that  society  in  order 
to  buy  weapons  to  give  to  outlaw  regimes  that  create  instability 
around  the  world?  Why  not  iust  let  the  outlaws  of  the  world  like 
the  Chinese  regime  trade  with  each  other  and  let  us  have  our  rela- 
tionship with  countries  and  with  peoples  that  really  believe  in  de- 
mocracy and  would  like  to  have  a  good  relationship  with  us? 

Mr.  Anderson.  Sir,  I  think  that  the  idea  of  sort  of  ignoring  and 
looking  away  from  one-fiflh  of  the  world's  population  and  an  econ- 
omy that  is  the  fastest-growing  economy  in  the  world,  that  will 
soon  rank  in  the  top  two  or  three  economies  in  the  entire  world, 
is  just  simply  bad  policy.  I  think  if  we  are  going  to  help  the  Chi- 
nese people,  we  have  got  to  be  involved. 

If  you  want  to  say,  you  know,  we  have  a  principled  stand,  we  are 
the  only  country  in  the  world  that  has  that  principled  stand,  but 
we  are  not  going  to  have  anything  to  do  with  you,  that  is  one  way 
to  go.  I  just  do  not  think  it  makes  sense. 

Mr.  Rohrabacher.  Are  we  helping  the  country  or  are  we  helping 
the  regime?  In  the  United  States,  at  least  as  I  read  the  founding 
documents,  we  believe  the  legitimate  government  is  the  govern- 
ment that  has  the  consent  of  the  governed. 

If  we  involve  ourselves  where  massive  profits  are  being  made 
and  the  regime  in  China  then  has  more  bilHons  of  dollars  to  spend 
on,  for  example,  the  suppression  of  the  people  of  Tibet,  I  imagine 
that  costs  a  bit  of  money.  And  I  imagine  some  of  the  weapons  they 
are  providing  for  the  dictatorship  in  Burma  costs  something.  Obvi- 
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ously,  the  regime  is  benefiting.  Why  should  we  provide  a  trade  re- 
lationship for  a  society  who  is  able  to  use  the  profits  in  that  way 
as  opposed  to  with  democratic  countries? 

Mr.  Anderson.  Your  first  question  should  be,  are  we  benefiting 
the  people  of  China  or  are  we  benefiting  the  regime?  Can  I  say  we 
are  oenefiting  the  people  of  China? 

As  I  say,  I  have  lived  there  twice.  I  go  back  frequently.  And  every 
time  I  go  back  the  standard  of  living  is  goin^  up,  and  the  people 
have  a  much  better  life.  And  we  are  also  contributing  to  a  substan- 
tial economic  liberalization  of  that  country.  And  the  people  benefit- 
ing from  our  relationship  are  the  entrepreneurs  in  the  South,  the 
coastal  provinces,  the  people  that  are  making  changes  in  China. 

Mr.  ROHRABACHER.  That  increase  in  the  standard  of  living  has 
a  lot  to  do  with  investment  in  China  and  a  lot  to  do  with,  actually, 
our  market  that  is  opened  to  the  Chinese.  Why  is  it  that  if  we  are 
going  to  have  an  upsurge  in  the  standard  of  living  of  different  peo- 
ple, why  should  we  then  look  to  a  country  that  is  run  by  a  Com- 
munist outlaw  regime  rather  than  saying — for  example,  we  talked 
about  the  Philippines.  I  am  sure  the  Philippines  could  really  use 
that  investment.  Why  are  we  not  concerned  about  having  those 
people  increase  their  standard  of  living? 

Mr.  Anderson.  Those  are  decisions  made  by  businesses  on  the 
basis  of  business.  I  don't  believe  you  should  tell  American  business- 
men where  they  should  invest. 

Mr.  RoHRABACHER.  I  don't  believe  it  is  decisions  made  bv  Amer- 
ican businessmen.  I  think  it  is  businessmen  making  decisions 
based  on  political  decisions  we  make  right  here.  I  think  business- 
men will  always  seek  to  maximize  their  profit.  I  believe  in  that. 
But  it  is  up  to  us  to  set  the  limits  of  where  those  businessmen  can 
make  those  profits  so  that  it  is  consistent  with  the  morals  and  val- 
ues of  our  society,  whether  we  are  talking  about  the  drug  trade  or 
a  trade  in  pencils  or  a  trade  in  airplanes. 

The  fact  is,  we  set  the  limits  that  are  consistent  with  our  values. 
That  is  the  limitation  you  put  on  freedom  of  businessmen.  Because 
you  would  end  up,  like  Lenin  said,  with  businessmen  selling  rope 
to  the  people  who  would  hang  them,  or  before  World  War  II,  selling 
gas  to  the  Nazis.  Because  we  wouldn't  permit  that.  Because  it 
would  be  immoral. 

So  we  do  actually  have  moral  limitations,  and  they  are  placed 
here  on  government.  The  businessmen  don't  do  it  by  themselves,  do 
they? 

Mr.  Anderson.  You  can  take  that  approach.  As  I  say,  I  think 
that  would  hurt  China. 

But  I  want  to  make  a  point  while  we  are  talking  about  principles 
and  morals.  The  two  largest  investors  in  China — we  are  way  be- 
hind— are  Hong  Kong,  the  Hong  Kong  Chinese,  and  Taiwan.  Tai- 
wan is  going  straight  up  and  has  moved  into  second  place  as  an 
investor  in  mainland  China. 

Mr.  Rohrabacher.  a  lot  of  the  investment,  as  you  know,  that  is 
coming  in  from  Taiwan  and  Hong  Kong  are  coming  in  in  order  to 
use  China  as  a  vehicle  to  come  into  the  American  market. 

Mr.  Anderson.  Exactly. 

Mr.  Rohrabacher.  Let  me  give  you  one  argument  and  then  I 
will  move  on.  And  that  is,  would  the  people  of  China — and  I  hap- 
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pen  to  believe  even  if  it  wasn't  in  the  benefit  of  the  people  of  China 
but  just  the  benefit  of  the  regime  and  there  were  American  busi- 
nessmen who  could  make  money  off  that  situation,  they  still  would. 
I  mean,  let's  face  it.  If  it  had  no  benefit  whatsoever  to  the  people 
of  China  but  you  had  a  businessman  who  could  make  a  couple  of 
million  dollars  on  something  he  would  go  ahead  and  do  it. 

But  let  me  give  you  this  scenario,  in  terms  of  your  saying  how 
this  improves  the  standard  of  living  of  the  Chinese  people.  In  the 
end  nm,  if  we  withdraw  Most  Favored  Nation  status  or  make  it 
conditional  and  it  is  disruptive  of  the  economic  progress  that  they 
seem  to  be  experiencing,  and  because  it  is  disruptive  of  that  it 
leads  the  people  of  China  finally  to  take  a  stand  and  the  people 
within  the  regime  to  finally  cast  off  these  old  dictators  that  have 
been  plaguing  them  for  the  last  40  years,  wouldn't  in  the  long  run 
that  be  more  Deneficial  because  they  would  end  up  with  better  eco- 
nomic progress  and  economic  freedom  because  we  have  forced  the 
issue? 

Mr.  Anderson.  That  is  a  hypothetical  scenario  that  I  don't  think 
that  I  would  care  to  comment  on. 

Mr.  ROHRABACHER.  But  that  is  what  happened  in  the  Soviet 
Union.  What  happened  in  the  Soviet  Union  was  that  eventually  the 
people  there  saw — ^they  eventually  said,  this  system,  this  oppres- 
sive system,  these  old  dictators  are  keeping  our  countiy  down,  and 
if  we  are  going  to  progress,  we  have  got  to  get  rid  oi  them.  And 
that  is  what  happened. 

And  if  we  don't  give  that  same  alternative  to  the  Chinese  by  say- 
ing, well,  can  you  have  your  economic  progress  without  having  fi*ee- 
dom,  then  perhaps  the  day  of  reckoning  for  this  dictatorship  won't 
come  for  many  years  in  the  future,  and  mankind  will  suffer  be- 
cause of  instability. 

Thank  you. 

Mr.  Anderson.  I  would  say  that  is  a  very  dangerous  situation  for 
the  United  States  to  be  in,  to  be  attempting  to  promote  the  over- 
throw of  a  government.  We  are  in  total  isolation  since  nobody  else 
in  the  world  wants  to  do  that. 

Mr.  RoHRABACHER.  Governments  are  representative  of  the  people 
of  their  country.  The  United  States  recognizes  that  a  legitimate 
government  is  a  government  that  has  the  consent  of  the  governed. 
We  not  talking  about  a  government  in  mainland  China.  We  are  not 
talking  about  a  government  in  these  vicious  little  dictatorships  like 
Burma.  What  we  are  talking  about  is  a  group  of  gangsters  that 
hold  power.  And  I  think  it  is  very,  very  consistent  with  American 
values  and  our  morals  that  we  oppose  people  who  hold  power 
through  terror. 

Thank  you. 

Mr.  Gejdenson.  Thank  you. 

Mr.  Wu. 

Mr.  Wu.  I  just  have  one  sentence. 

I  would  suggest  to  Mr.  Anderson,  please  don't  say  any  more 
about  you  are  helping  Chinese.  I  am  Chinese.  I  feel  very  ashamed. 
I  feel  insulted.  If  you  say,  "I  am  making  money,"  fine,  you  are  mak- 
ing money.  But  don't  say  you  are  helping  Chinese.  I  tnink  we  Chi- 
nese are  helping  you  get  more  and  more  money.  That  is  it. 

Thank  you. 
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Mr.  Gejdenson.  The  gentleman  from  New  Jersey. 

Mr.  Smith.  Thank  you  very  much,  Mr.  Chairman. 

I  want  to  thank  our  witnesses  for  their  testimony. 

First,  let  me  begin  by  thanking  Mr.  Fishman  for  reminding  us 
that  MFN  has  been  in  effect  in  China  since  1980,  and  during  the 
course  of  that  time  China  has  been  said  to  be  reforming  itself.  I 
think  the  Tiananmen  Square  massacre  was  a  grim  reminder  of  how 
that  reform  is  progressing. 

One  of  the  concerns  that  I  have  as  we  talk  about  potential  of 
folding  conditions  into  an  Executive  Order  is  that  it  circumvents 
the  legislative  process.  This  Congress  just  couldn't  wait  to  get  a  bill 
on  the  floor  in  previous  years,  and  I  opposed  the  administration's — 
the  previous  administration's — view  on  MFN.  I  understood  it,  but 
I  disagreed  with  it. 

But  now  we  have  the  potential  of  a  minimalist  policy  being  enun- 
ciated from  the  White  House.  Asia  Watch  will  testify  later  as  to 
their  disappointment  with  the  U.S.  Government,  with  the  Clinton 
administration  having  been  largely  silent  during  these  months 
since  the  inauguration  on  China,  human  rights,  not  laying  out 
what  the  Chinese  might  do  in  order  to  fulfill  MFN  conditions. 

As  a  matter  of  fact,  they  point  out  that,  notwithstanding  Winston 
Lord's  statements,  that  tnis  has  been — ^and  these  are  my  words — 
an  opportunity  lost.  We  had  those  many  months  to  begin  setting 
the  stage.  Here  we  are  on  the  eve  of  enunciating  that  policy,  and 
we  are  still  at  odds,  not  knowing  exactly  what  the  administration 
might  do. 

My  hope  would  be,  Mr.  Fishman,  that  you  and  others  might 
make  this  request  of  the  administration  and  of  this  Congress,  of 
the  leadership,  to  allow  the  bill,  one,  to  revoke  it  completely.  Jerry 
Solomon  or  perhaps  somebody  else  would  very  much  like  to  take 
up  that,  to  reoffer  it.  Let  the  chips  fall  where  they  may.  Let  the 
legislative  process  work.  And  if  Congress  is  predisposed  to  end  it, 
let's  do  so. 

Many  of  us  would  like  to  offer  additional  conditions  that  might 
not  be  included  if  we  rely  exclusively  on  this  circumvention,  this 
folding  into  an  Executive  Order.  So  I  would  just  ask  you  if  you 
would  consider  making  that  request  because  I  think  it  is  very  im- 
portant that  we  not  get  a  minimalist  policy,  especially  since  we 
haven't  heard  much  from  the  administration  over  tnese  many 
months. 

You  made  a  very  good  point  as  well  with  regards  to  relying  on 
the  honor  and  goodwill  of  tyrants  in  terms  of  verification. 

CONVICT  LABOR  AND  CHINA'S  EXPORTS 

A  couple  of  years  back,  Mr.  Wolf  and  I  went  to  China  on  a 
human  rights  mission.  We  went  to  Beijing  Prison  Number  1.  We 
took  out  some  socks  being  produced  by  convict  labor,  including  40 
people  incarcerated  as  a  result  of  Tiananmen  Square.  Only  because 
we  had  absolute  certitude  as  to  proof  of  origin,  we  had  the  socks 
in  hand,  we  could  verify  from  whence  they  came,  the  importation 
of  those  socks  was  ended. 

Harry  Wu  has  done  an  outstanding  humanitarian  service  by 
doing  likewise  at  great  risk  to  himself  in  going  back,  in  finding  out 
this  information,  by  tenaciously  pursuing  leads  and  even  exposing 
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this  complicity  of  U.S.  businessmen  who  may  be  gfullible  and  may 
be  unwittingly  being  brought  into  this  and  may  be  knowledgeable 
as  to  the  source  of  these  products. 

I  would  hope  that  we  would  be — we  wouldn't  be  willing  to  buy 
into  duplicity  where  the  Chinese  offer  the  denials  and  say  we  have 
nice  agreements  here  but  then  we  do  not  have  verification. 

Perhaps,  Mr.  Wu,  you  might  want  to  speak  to  the  issue  of  how 
many  gulags,  prison  camps,  nave  U.S.  officials  been  allowed  to  visit 
to  verify  the  origin  of  various  products? 

Mr.  Anderson,  you  might  want  to  respond  to  this  as  well. 

To  my  understanding  it  is  a  very  limited  amount.  They  are  show- 
case places. 

You  pointed  out  in  a  press  conference  on  Tuesday,  Mr.  Wu,  I 
think  half  of  the  chemicals  used  in  the  vulcanizing  process  for  the 
boots  and  the  rubbers  and  the  other  things  that  come  out  of  China 
come  from  one  prison  factory.  So,  in  other  words,  maybe  the  boots 
are  not  being  made  in  whole  but  they  certainly  are  being  made  in 
part  by  prison  labor. 

If  you  want  to  speak  to  this  issue  of  verification,  I  am  not  going 
to  take  their  word  for  it.  Their  paper  promises  and  statements  have 
been  meaningless  over  the  many  years  with  regards  to  human 
rights.  I  think  we  need  to  be  much  more  determined  to  say  we  need 
to  verify  or  else  all  deals  are  off. 

Mr.  WU.  The  total  number  of  the  camps  until  today  is  still  un- 
known. But,  at  the  least  I  have  identified  more  than  a  thousand. 
Today  I  point  out  one  of  the  Laogai  counties,  and  this  is  not  the 
only  one.  For  example,  Shaoyang  Farm  also  is  a  large  Laogai  coun- 
ty. Today  we  only  identified  a  tew  industrial  products  because  we 
know  the  manufacturer.  They  have  a  brand. 

We  have  to  know  there  are  many  products,  for  example,  like  the 
fruits.  I  was  in  1965  on  a  Laogai  farm  growing  8  million  pounds 
of  grapes.  I  knew  from  the  box  that  the  grapes  were  exported  to 
Hong  Kong  and  Japan.  I  also  picked  the  strawberries  and  right 
away  put  them  a  on  a  truck,  which  took  them  to  be  loaded  on  a 
plane,  which  flow  to  foreign  markets.  I  feed  the  pigs  and  the  pigs' 
meat  went  to  foreign  markets.  And  those  products,  those  things 
never  have  any  brand  name  on  them. 

And  also  one  thing  is  very  significant.  China  is  the  largest  tea 
producer  in  the  world.  The  Chinese  document  state  that  one-third 
of  the  tea  comes  from  labor  camps.  Perhaps  some  Lipton  Tea  comes 
from  a  labor  camp. 

And  the  gentleman  is  talking  about  the  shoe  exports  from  China. 
Maybe  next  year  they  will  increase  the  price.  Chinese  shoes  are 
very  cheap,  but  if  the  rubber  is,  you  know,  processed  using  chemi- 
cals from  the  labor  camps,  that  is  why  it  is  so  cheap. 

So  I  would  like  to  say  that  forced  labor  camp  production  is  really 
very  difficult  to  stop.  I  sympathize  with  the  U.S.  Customs  Service. 
How  do  they  identify  the  products  and  how  can  they  issue  a  ban 
to  stop  it?  In  1991  and  1992,  American  Customs  issued  19  deten- 
tion orders,  but  Chinese  right  away  changed  the  brand,  changed 
the  factory  names.  The  banned  products  disappeared. 

Also,  American  Customs  have  requested  to  visit  16  labor  camps. 
And  the  Chinese  only  allowed  them  to  visit  one,  number  1  prison 
in  Yunnan  province. 
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Ri|^ht  now  there  are  50  diesel  engines  in  a  San  Diego  Customs 
Service  Warehouse.  The  case  is  pending  in  court.  When  the  Amer- 
ican representative  visited  the  facility,  the  Chinese  removed  the 
prisoners  and  replaced  them  with  normal  workers.  This  is  the  place 
they  say,  whether  you  want  to  see  it  or  not,  here  it  is.  And  they 
deny  all  the  other  requests  for  visits.  So  it  really  means  the  MOU 
is  meaningless. 

Thank  you. 

Mr.  Smith.  Mr.  Anderson,  did  you  want  to  speak  to  that? 

Mr.  Anderson.  Can  I  make  a  few  points? 

First  of  all,  obviously,  the  importation  of  goods  made  by  prison 
labor  is  against  the  law  in  the  United  States,  and  the  export  of 
prison-labor-produced  goods  is  against  the  law  in  China.  So  we  are 
all  against  it.  And  it  is  something  that  should  not  be  done. 

I  uiink  it  is  important  to  keep  it  in  perspective  in  terms  of  its 
overall  significance.  My  information  is  a  little  bit  different  than  Mr. 
Wu's.  I  did  check  with  the  State  Department,  and  there  have  been 
more  than  one  investigation  of  prisons.  The  one  in  Yunnan,  they 
went  once,  and  they  are  trying  to  go  again  to  do  followup  checks. 
There  were  three  investigations  of  prisons  before  the  MOU  which 
were  conducted  by  consular  officers.  They  want  to  redo  those  be- 
cause they  were  not  properly  trained  to  do  it.  So  it  is  not  quite  as 
clear  a  picture  as  Mr.  Wu  suggests. 

The  other  thing  I  would  just  like  to  point  out — I  am  concerned 
about  this  because  this  is — ^you  know,  it  is  against  the  law,  and  it 
is  a  very  hard  thing  to  track.  But  I  would  be  interested  in  Mr.  Wu's 
estimate  of  what  he  would  guess  the  percentage  of  China's  exports 
are  accounted  for  by  prison  labor.  Eveiything  I  have  heard  and  the 
checks  I  have  made  within  the  U.S.  Government  suggests  it  is  a 
fraction  of  1  percent. 

Mr.  Smith.  Let  me  just  ask  you  in  followup,  you  said  the  PRC 
is  against  it? 

^lr.  Anderson.  It  is  against  the  law. 

Mr.  Smith.  If  that  be  the  case,  have  you  made  the  request  and 
would  you  make  the  request  of  the  government  to  allow  the  unfet- 
tered visits,  unannounced,  to  the  thousands  of  gulags  that  exist  in 
China? 

It  seems  to  me,  as  Harry  Wu  pointed  out  a  moment  ago,  prior 
to — officials  get  together — one  particular  prison.  They  remove  the 
prisoners.  So  the  Potamkin  Village  is  all  set  for  the  inspection  team 
to  come  in,  view  it  and  then  walk  out. 

In  this  case,  I  would  hope — let's  take  them  at  their  word  but  ver- 
ify it  because  I  happen  to  believe  that  they  have  been  so 
duplicitous  on  human  rights  for  so  long  that  they  are  not  believ- 
able, that  they  do  lie.  So  prove  us  wrong  by  demanding  your  people 
who  are  doing  business  in  certain  commodities  to  go  and  see  the 
ori^^n  of  that  commodity  and  to  see  it  being  made,  accompanied  by 
trained  people  from  our  own  government  who  can  verify  whether 
or  not  they  are  looking  at  something  that  is  fake,  a  facade,  or 
something  that  is  very  real.  Would  you  make  that  request? 

Mr,  Anderson.  We  have,  in  effect,  done  that.  We  have  told  them 
this  is  a  very  dangerous  issue  that  threatens  the  trade  relation- 
ship, gind  they  ought  to  be  prepared  to  permit  American  companies 
to  verify  the  exact  source  of  wnere  their  products  are  coming  from. 
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There  was  a  delegation  here  under  U.S.  Government  auspices  on 
this  issue  I  think  a  couple  of  months  ago  now,  and  there  were  dis- 
cussions. They  visited  prisons.  I  am  told  the  compliance  and  co- 
operation has  improved  somewhat  since  that  delegation  was  there. 

Mr.  Smith.  It  needs  to  be  massive,  it  seems  to  me.  Getting  into 
three  or  five  or  eight  prisons  is  a  pittance  compared  to  the  poten- 
tial for  abuse,  particularly  in  some  of  those  as  far  away,  outside  of 
Beijing  prison  camps  where  it  is  closed  off  to  those  kinds  of  visita- 
tions. 

Mr.  Gejdenson.  Thank  you. 

I  am  just  following  up  on  the  gentleman's  point.  When  that  dele- 
gation was  here,  I  met  with  them,  and  they  invited  me  to  come  to 
the  mainland,  which  I  said  I  would  be  happy  to  do  if  they  would 
give  me  assurance  that  I  could  go  where  I  wanted  to,  when  I  want- 
ed to.  They  repeated  that  they  would  be  happy  to  invite  me  and 
have  me  come  to  the  mainland.  I  repeated  that  I  would  be  happy 
to  go  there  if  they  would  give  me  an  assurance  in  advance  that  I 
could  go  where  I  wanted  to,  when  I  wanted  to.  They  responded  that 
they  would  be  happy  to  review  any  of  my  requests. 

It  is  clear  that  the  mainland  has  something  they  don't  want  us 
to  see.  When  Members  of  Congress  that  have  appropriate  jurisdic- 
tion simply  want  the  ability  to  observe  what  is  going  on  in  China 
and  that  is  denied,  it  seems  to  me  it  ought  to  leave  us  with  a  pretty 
good  indication  that  they  are  not  living  up  to  their  agreements,  and 
there  is  certainly  something  for  them  to  keep  from  the  American 
people. 

It  seems  to  me  we  do  have  an  opportunity  with  the  new  adminis- 
tration to  put  additional  pressures  on  China.  And,  frankly,  those  of 
us — Nancy  Pelosi,  others  in  the  Congress — would  have  been  happy 
to  find  some  accommodation  with  the  previous  administration. 

HUMAN  RIGHTS,  BUSINESS  ETHICS  AND  MFN 

Let  me  ask  you  a  couple  of  general  questions  on  MFN  in  the 
sense  of  how  far  and  how  fast  we  do  go.  Should  we  make  it  a  condi- 
tional extension  with  significant  conditions  focused  exclusively  on 
the  issues  of  human  rights?  Should  we  not  go  forward  with  MFN, 
simply  cut  it  off  until  there  is  some  change?  What  would  you 
choose? 

Harry,  do  you  want  to  start? 

Mr.  Wu.  My  position  is  conditional  MFN,  especially  with  human 
rights  issues,  and  the  core  of  the  human  rights  issue  is  the  gulag 
system  in  China. 

Mr.  Gejdenson.  Mr.  Fishman. 

Mr.  Fishman.  The  position  of  the  AFL-CIO  continues  to  be  in 
support  of  revocation  of  MFN.  However,  the  AFL-CIO  is  ready  to 
work  with  Congress  and  the  administration  to  develop  a  strong, 
principled  response  to  continued  Chinese  repression. 

Mr.  Gejdenson.  Mr.  Anderson,  your  position  is  that  you 
shouldn't  make  MFN  conditional  or  you  should? 

Mr.  Anderson.  We  should  not  make  MFN  conditional.  We 
should  not  use  MFN  as  a  tool  to  try  to  change  China's  behavior. 

Mr.  Gejdenson.  Let  me  ask  you  a  couple  of  quick  questions. 
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One  is,  is  there  a  level  of  brutality  that  would  bring  your  organi- 
zation to  a  point  where  you  would  support  putting  conditions  on 
MFN? 

Mr,  Anderson.  Sir,  the  issue  is  MFN  is  not  the  proper  way  to 
try  and  change  China's  behavior.  What  I  am  saying  is  there  are 
other  means. 

Mr.  Gejdenson.  What  are  those  means? 

Mr.  Anderson.  I  mentioned  them  in  my  statement.  There  are 
human  rights  conventions  and  a  whole  range  of  other  things. 

Mr.  Gejdenson.  What  can  leverage  the  Chinese  Government  to 
change  its  policy?  We  are  going  to  ask  them  nicely?  We  have  been 
doing  that  for  the  last  12  years  and  we  haven't  seen  an  improve- 
ment. 

Mr.  Anderson.  Well,  as  I  said,  I  don't  agree. 

Mr.  Gejdenson.  Let's  put  human  rights  aside  for  a  second. 

I  am  a  worker  in  eastern  Connecticut.  I  manufacture  a  product 
that  is  manufactured  all  across  the  globe.  My  workers  understand 
they  have  got  to  compete  with  those  workers  across  the  globe. 
Some  of  those  workers  don't  have  health  and  safety  conditions  as 
we  do  in  this  country.  They  don't  have  hourly  wages  that  meet 
ours.  They  don't  provide  the  responsibility  of  protecting  the  entire 
free  world  as  our  workers  have  financed  through  their  taxes. 

What  do  we  do  to  these  workers?  Now  we  tell  them  they  compete 
with  a  gulag  system,  a  prison  labor  system  around  the  globe,  and 
that  their  companies  and  workers  now  not  only  have  to  compete 
with  countries  where  workers  don't  have  to  organize  and  demand 
benefits,  but  countries  where  workers  are  forced  to  do  the  labor  in 
jail.  Do  we  now  sit  back  and  say,  we  hope  we  are  getting  the  best 
we  can  out  of  the  Chinese  as  far  as  curteiiling  the  exports  of  these 
products  made  by  people  who  are  in  jail? 

Mr.  Anderson.  As  I  said,  it  is  against  the  law.  Those  imports  are 
illegal. 

Mr.  Gejdenson.  Now  we  have  got  something  that  is  ag£unst  the 
law.  If  a  company  you  are  doing  business  with  is  breaking  the  law, 
at  some  point  you  stop  doing  business  with  that  company,  right? 

Mr.  Anderson.  Yes. 

Mr.  Gejdenson.  You  are  an  accessory.  If  you  are  buying  goods 
from  a  company  that  steals  the  products,  it  wouldn't  take  you  a 
long  time  to  figure  out  that  you  ought  to  stop  doing  that  because 
when  the  cops  show  up  they  are  going  to  take  you  and  them.  Is 
that  correct? 

Mr.  Anderson.  I  know  what  you  are  getting  at. 

Mr.  Gejdenson.  We  have  got  a  country  here  that  is  the  com- 
pany. This  isn't  a  small  group  of  small  businessmen  who  may  be 
pusning  the  limits  on  illegal  immigrants  or  OSHA  violations.  We 
are  dealing  with  a  country  whose  unemployment  policy  is  its  export 
policy,  whose  prison  policy  is  its  manufacturing  policy.  And  they 
are  breaking  the  rules  of  the  game  every  day. 

At  what  point  do  you  say,  OK,  guys,  do  you  want  to  do  business 
with  us?  One,  you  nave  got  a  $10  billion  advantage  over  us.  At 
what  point  do  you  say  to  them,  enough  is  enough?  You  are  tortur- 
ing your  own  people.  You  imprison  people  who  object  to  one  of  the 
most  tyrannical  forms  of  government  on  the  face  of  this  Earth.  And 
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you  make  our  companies'  workers  in  this  country  compete  with 
prison  laborers. 

At  what  point  do  you  say,  now  I  am  going  to  put  some  conditions 
into  the  process,  and  if  you  don't  meet  those  conditions  we  are 
^oing  to — ^frankly,  it  seems  to  me  we  send  foreign  aid  to  the  Phil- 
ippines. If  we  gave  some  incentive  to  move  some  of  this  manufac- 
turing to  the  Philippines,  they  would  be  better  off  and  besides 
would  send  a  strong  message  to  the  mainland  as  well.  At  what 
point  do  you  do  something  about  that? 

Mr.  Anderson.  If  everything  you  have  said  is  accurate,  if  this  is 
your  view  of  the  actual  situation  in  China,  perhaps  we  ought  to 
take  a  different  action.  We  never  removed  South  Africa's  Most  Fa- 
vored Nation  status.  We  imposed  an  embargo.  "Perhaps  we  ought  to 
do  that  for  China. 

Mr.  Gejdenson.  I  think  there  are  a  number  of  options  you  could 
look  at.  I  think  the  business  community  in  China  can  play  a  posi- 
tive role.  I  understand  that,  you  know,  your  goal  here  is  not  to  set 
national  policy.  That  is  our  goal. 

But  it  seems  to  me  that  the  community  has  to  understand  that 
this  abuse  of  human  rights,  these  abuses  of  business  practices,  of 
workers,  cannot  continue.  I  think  this  administration  sends  a  very 
strong  signal  and  is  telling  the  Chinese  they  have  got  to  take  some 
action. 

But  even  with  a  democratic  President,  this  democratic  Congpress 
will  not  long  sit  by  unless  there  is  some  significant  change  in  the 
mainland,  considering  that  American  consumers  don't  benefit, 
frankly,  from  the  difference  in  wages. 

I  went  in  to  buy  a  sport  jacket  in  a  store,  and  I  said  I  want  an 
American,  imion-made  sports  jacket.  The  salesman  was  a  little 
shocked.  We  started  going  through  and  found  ones  made  in  other 
countries.  The  price  wasn't  any  different.  The  jackets  made  in 
countries  where  the  workers  make  a  day  what  our  workers  make 
an  hour  sold  for  the  same  price.  A  number  of  them  I  couldn't  af- 
ford, even  on  a  Congressman's  salary.  These  are  countries  where 
the  workers  make  $3  a  day  and  the  jacket  costs  $500.  I  am  not 
sure  the  benefit  is  all  on  our  consumers. 

I  don't  mean  to  take  it  all  out  on  you,  but  you  are  the  only  guy 
on  the  other  side  here.  We  want  to  make  sure  that  the  American 
industry  that  profits  from  this  relationship  understands  there  are 
pains  in  China,  where  people's  imprisonment  may  be  extended  be- 
cause it  is  a  good  way  to  get  the  product  out  the  door  for  less  over- 
head and  less  cost,  but  .Ajnerican  workers  and  American  corpora- 
tions are  forced  to  compete  with  slave  laborers.  I  think  that  is 
something  that  no  country  can  tolerate,  not  from  an  economic  point 
of  view,  and  not  firom  a  human  rights  point  of  view. 

Mr.  Anderson.  Excuse  me,  Mr.  Chairman,  I  just  want  one  last 
word.  I  think  you  ought  to  take  up  that  invitation  to  visit  China. 
If  you — ^you  may  not  be  able  to  visit  absolutely  every  place  you  go, 
but  you  ought  to  see  what  is  going  on  there. 

Mr.  Gejdenson.  I  will  be  nappy  to  visit  China  as  soon  as  they 

give  me  the  ability  to  take  my  friend,  Harry,  here  and  go  where 

we  want  to  go.  I  am  sure  you  could  have  gotten  a  great  tour  in 

1939  and  1940  of  Nazi  Germany.  I  am  not  sure  it  would  have  been 

Xjeal  helpful  to  go  there  and  have  Hitler's  boys  take  you  around  and 
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show  you  their  efficient  manufacturing  system.  I  think  for  an 
American  there  may  be  reasons  to  go,  and  1  am  not  against  every- 
body going. 

From  my  perspective,  when  the  Taiwanese  came  to  me  a  dozen 
years  ago  and  said,  come  to  Taiwan,  I  said,  I  have  very  Hmited 
time.  I  have  to  go  back  and  see  my  constituents  and  help  them  get 
through  tough  economic  times.  I  said  I  would  be  happy  to  go  to  Tai- 
wan as  soon  as  you  are  a  legitimate  democracy. 

Taiwan  has  gotten  to  that  stage.  They  have  gone  from  a  country 
without  elections  to  a  country  with  elections  and  a  free  press. 

I  am  not  setting  the  yardstick  that  high  for  the  Chinese.  I  am 
not  telling  them  they  have  to  have  free  democratic  elections  in 
their  country.  I  am  telling  them  if  I  am  going  to  go  as  a  U.S.  Mem- 
ber of  Congress  to  take  a  look  and  report  back,  that  has  got  to  be 
the  reason  for  going  there.  Then  I  need  to  be  able  to  have  the  abil- 
ity to  take  a  look  at  the  places  we  need  to  go,  not  a  nice  little  tour 
01  ancient  monuments  and  little  setups  for  us.  We  have  got  to  be 
able  to  pick  the  spots,  when  we  want  to  see  them,  and  then  I  will 
take  the  25,  30  hours  of  airtime  to  get  over  there. 

The  gentleman  from  New  York. 

Mr.  AcKERMAN.  Well,  there  is  so  much  to  explore  here. 

First,  let  me  say  that  it  is  not  Mr.  Anderson's  fault  that  he  is 
the  only  one  on  that  side.  I  think  that  if  he  had  picked  the  wit- 
nesses, he  might  have  either  evened  the  score  or  picked  a  couple 
of  other  people  that  could  express  his  point  of  view.  I  don't  know 
that  it  is  a  voting  process  of  now  many  witnesses  agree  with  each 
other.  It  is  not  the  function  of  the  witnesses  to  pick  the  witnesses. 

And  the  fact  that  you  might  have  exaggerated,  Mr.  Anderson,  on 
a  couple  of  points,  might  be  absolutely  snocking.  It  wouldn't  be  the 
first  time,  however,  that  people  exaggerated  to  make  their  points. 
Certainly  not  on  this  side  of  the  witness  table. 

Mr.  Anderson.  No,  of  course  not. 

PROMOTING  DEMOCRATIC  CHANGE  IN  CHINA 

Mr.  AcKERMAN  [presiding].  Let  me  say  that  the  reason  that  this 
issue  is  so  terribly  difficult^— if  I  can  just  switch  chairs — the  reason 
that  this  issue  is  so  terribly  difficult  is  that  everybody  is  right,  as 
far  as  the  goals  and  as  far  as  the  principles  and  even  as  far  as  the 
motivations. 

There  is  nothing  wrong  with  making  money.  It  is  a  principle  that 
we  all  believe  in.  There  is  nothing  wrong  with  free  enterprise.  It 
is  something  that  we  all  encourage.  There  is  certainly  something 
admirable  in  the  highest  and  greatest  sense  in  trying  to  promote 
human  rights  and  relieving  people  of  the  yoke  of  oppression. 

But  I  think  the  thing  that  we  sometimes  forget  in  our  desire  to 
strike  back  against  oppression,  which  is  a  natural  thing  to  do,  to 
express  ourselves  in  a  way  that  says,  we  object,  but  we  have  to  do 
more  than  object,  we  have  to  encourage  change.  And  I  think  we 
have  lost  focus  here  in  some  of  our  questions  as  to  how  best  effect 
change  in  the  repressive  policies  that  we  all  agree  are  happening 
in  China. 

It  is  not  really  a  question  of  profit.  I  don't  care  what  the  numbers 
were  that  you  used,  whether  you  lose  $2  billion  or  $10  billion.  That 
is  not  the  issue.  The  issue,  as  Mr.  Wu  rightly  points  out,  is  indeed 
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principle.  We  have  certEiin  principles  that  we  believe  and  stand  for 
and  that  most  of  the  world  of  free  peoples  believe  in  as  well,  that 
no  one  has  the  right  to  suppress  somebody  else. 

Now,  what  do  you  do  aoout  it  is  really  the  question  that  affects 
our  policy,  and  what  we  do  or  don't  do  can  tragically  or  gainfully 
affect  someone  else's  or  some  other  entity's  actions. 

Much  was  said  about  Korea.  Let  me  switch  that  for  a  minute. 
Much  was  said  first  about  Taiwan.  And  indeed  Taiwan  has  made 
changes.  Those  changes  have  come  about  in  the  minds  of  many  to 
a  large  extent  because  of  trade,  because  of  interdependence.  We 
never  imposed  MFN  conditions,  conditionality  or  anything  else  on 
Taiwan.  And  yet  some  of  the  many  repressive  laws  and  thmgs  that 
they  have  had  have  gone  by  the  wayside,  and  they  indeed  have 
made  progress. 

PLAYING  THE  MFN  CARD 

The  question  that  I  would  like  to  focus  on,  which  is  the  issue 
that  is  really  before  us  in  Congress,  is  not  are  we  mad  at  the  Chi- 
nese and  not  do  we  want  to  speak  out  against  the  things  that  they 
have  done,  but  how  to  change  it  and  is  MFN  an  appropriate  mecha- 
nism for  that  change? 

Now,  you  might  argue  that  it  was  effective  in  one  place  or  an- 
other to  whatever  extent.  I  am  not  sure  that  it  was  effective  in 
Iraq.  It  certainly  was  effective  in  South  Africa.  But  the  world  did 
participate  by  and  large  in  those  sanctions. 

If  we  impose  these  sanctions,  does  China  have  no  place  else  to 
trade?  Are  they  going  to  change  their  ways  because  of^it?  It  would 
seem  to  me — and  I  would  like  you  to  each  comment  on  it.  It  would 
seem  to  me  that  the  security  of  our  world  in  the  future  is  going  to 
be  directly  dependent  on  the  interdependency  of  nations.  The  great- 
er the  exchange  that  we  have,  the  more  dependent  people  are  on 
us  and  others,  the  less  the  chance  of  some  kind  of  conflagration. 

It  seems  also  to  me  that  China  has  other  people  willing  to  trade 
with  it.  If  you  could  tell  me  that  the  Japanese  are  going  to  express 
their  moral  outrage  in  the  same  way,  that  the  British  are  going  to 
do  the  same  thing,  that  the  peoples  of  the  Philippines  are  going  to 
do  the  same  thing,  then  perhaps  with  all  of  that,  this  policy  can 
be  successful.  That  I  don't  think  is  happening  here. 

We  express  our  moral  outrage  vis-a-vis  Bosnia.  We  are  not  going 
to  do  anything  about  it  because  the  world  isn't  going  to  participate, 
because  it  won't  be  effective.  Maybe  you  can  comment  on  the  total- 
ity of  all  that. 

Mr.  Fishman. 

Mr.  Fishman.  Mr.  Chairman,  I  would  just  like  to  make  two 
points  in  response  to  your  comments.  Again,  I  think  that  our  expe- 
rience has  been,  and  I  think  the  experience  in  China  has  been,  that 
to  attempt  to  apply  pressure  by  only  waving  a  carrot  out,  also  find- 
ing ways  to  use  a  stick,  has  not  proved  to  be  effective. 

What  we  are  interested  in 

Mr.  AcKERMAN.  But  you  can't  use  a  stick  if  the  donkey  walks 
away  and  grazes  in  somebody  else's  backyard.  My  good  friend  Mr. 
Rohrabacher  made  some  interesting  points  before,  and  he  men- 
tioned the  China  card,  playing  that  against  the  Soviet  Union.  But 
in  some  games  where  you  are  not  playing  with  three  people  and 
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you  are  only  playing  bilaterally  instead  of  multilaterally,  in  some 
games  that  you  play  with  cards,  you  use  trump  cards.  But  once  you 
play  your  trump  card,  you  no  longer  have  it.  Once  you  throw  it 
away,  where  are  you?  How  do  you  get  them  to  change  if  the  imposi- 
tions that  you  think  that  you  are  placing  upon  them  don't  work  be- 
cause all  they  have  to  do  is  turn  around  and  play  at  somebody 
else's  gaming  table? 

Mr.  FiSHMAN.  We  wouldn't  necessarily  agree  with  that  kind  of 
formulation.  The  importance  of  the  American  trade  relationship 
with  the  Chinese  ought  not  to  be  underestimated.  And  I  don't 
think — the  American  market  represents  30  percent  of  all  Chinese 
exports,  according  to  our  information.  And  we  don't  feel  that  the 
Chinese  would  be — ^it  would  be  an  easy  process  for  the  Chinese 
merely  to  shift  its  exports  somewhere  else  or  to  not  feel  an  impact 
if  in  fact  its  trade  relationship  with  the  United  States  was  ad- 
versely affected  or  threatened  to  be  affected. 

THE  IMPACT  ON  U.S.  LABOR 

Mr.  ACKERMAN.  Let  me  ask  you  a  labor  question,  and  certainly 
the  AFL-CIO  is  one  of  the  g^reat,  great  institutions  of  our  country, 
and  has  indeed  been  instrumental  in  helping  formulate  policies, 
both  in  our  country  and  the  conception  of  what  we  should  be  doing 
around  the  world. 

But  if  you  withdraw  the  market  of  China,  who  are  we  going  to 
sell  all  the  goods  to  that  our  workers  are  going  to  be  making? 

Mr.  FiSHMAN.  Again,  our  response  to  that  is,  and  frankly  there 
are  some  problems  from  our  point  of  view,  we  have  our  members, 
for  example,  out  on  the  West  Coast  who  are  concerned  about  the 
aircraft  sales  to  China  and  the  threat  posed  to  them.  But  in  a 
broader  sense,  we  feel  that  the  trade  relationship  as  it  exists  with 
China  now  is  a  trade  relationship  which  costs  Americans  millions 
of  jobs  and  benefits  the  Chinese.  We  are  seeing  an  exodus  of  our 
jobs  to  China  and  elsewhere. 

We  feel  that  the  way  the  game  is  played  needs  to  be  altered.  The 
way  the  trade  relationship  expands,  the  way  it  gn"ows,  needs  to  be 
leveled,  needs  to  be  altered,  so  that  the  quality  of  life  of  Americans 
is  not  diminished,  and  also  so  that  we  can  encourage  the  kind  of 
change  in  China  which  we  think  is  important. 

Mr.  AcKERMAN.  How  do  you  address  the  problem  of  the  workers 
of  McDonnell  Douglas,  for  example?  As  I  understand  it,  their  only 
customer  last  year  for  commercial  aircraft,  they  only  had  one  cus- 
tomer, and  that  was  China.  What  happens  to  all  these  people? 

I  share  your  concerns  with  the  American  worker.  But  I  think  it 
is  a  two-edged  sword,  because  if  you  cutoff  or  limit  to  whatever  de- 
gree goods  coming  in  from  China,  for  all  wonderfully  motivated  rea- 
sons I  would  agree  with,  you  really  cut  both  ways. 

It  should  be  one  of  the  arguments,  but  we  are  going  to  put  Amer- 
ican workers  out  of  work  either  way,  either  on  the  buying  side  or 
the  manufacturing  and  selling  side. 

Mr.  FiSHMAN.  Again,  our  view  on  this  is  that  the  relationship  as 
it  has  been  established  during  the  last  10  or  20  years  has  put  a 
lot  more  Americans  out  of  work  than  Americans  have  been  em- 
ployed. We  have  a  problem. 
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We  have  a  tremendous  concern  for  the  workers  on  the  West 
Coast.  We  are  also  concerned  about  the  fact  that  high  technology 
is  being  transferred  to  China,  and  that  there  is  a  possibility  that 
in  fact  we  won't  be  selling  airplanes  to  China  anymore  because  we 
are  giving  them  the  capability  to  manufacture  their  own  airplanes 
with  our  technology. 

So  our  whole  industry  as  it  is  now  being  affected  in  China  is 
being  threatened  by  the  rules  that  are  currently  being  played. 

Mr.  ACKERMAN.  A  last  quick  question,  and  maybe  each  of  you  can 
answer  in  as  close  as  a  yes  or  no  fashion  as  possible.  It  is  not  a 
trick  question. 

Mr.  Smith  has  one  more  question,  and  we  have  to  bring  our  sec- 
ond panel  on,  as  interesting  as  this  has  been,  because  some  of  our 
witnesses  have  flights  to  catch. 

If  we  cutoff  trade  with  China,  or  limit  it,  or  set  up  a  mechanism 
that  is  going  to  severely  impact  our  relations  in  trade  alone  with 
China  as  well  as  with  other  areas,  is  that  going  to  be— besides  it 
being  an  important  political  and  moral  and  principled  statement — 
is  that  going  to  isolate  China  to  the  extent  they  will  have  no  place 
else  to  buy  or  sell  products? 

Mr.  Anderson.  No,  sir,  I  don't  believe  it  will.  We  would  be  the 
only  country  taking  that  action.  And  the  European  market,  the 
Japanese  market,  and  certainly  the  overseas  Chinese  investment  is 
still  going  to  be  there.  So  I  think  what  we  would  do  is  isolate 
American  business. 

Mr.  AcKERMAN.  Real  brief,  if  you  can,  Mr.  Fishman. 

Mr,  Fishman.  I  can't  claim  that  if  we  imposed  sanctions  or  we 
removed  our  trade  relationship,  that  the  Chinese  would  have  no- 
where else  to  go.  I  would  emphasize,  however,  that  the  Chinese 
business  relationship  with  the  United  States  is  an  important  rela- 
tionship, and  it  would  have  an  adverse  effect  on  their  economy. 

Mr.  Ackerman.  Mr.  Wu,  do  they  have  other  markets  to  make  up 
for  their  loss  with  us? 

Mr.  Wu.  I  think  this  is  not  realistic  to  isolate  it,  to  isolate  China 
by  cutting  off  trade.  This  is  not  realistic.  But,  conditional  MFN 
would  be  just  like  a  tool  or  a  weapon,  or  a  way  to  express  concern. 
And  it  will  be  very  effective. 

Mr.  Ackerman.  Mr.  Smith. 

Mr.  Smith.  Mr.  Anderson,  just  one  comment.  You  mentioned  we 
ought  to  hold  China  to  its  human  rights  commitments  in  various 
conventions  that  have  been  signed.  One  of  the  concerns  that  many 
of  us  have  is  that  moral  situation  in  one  to  one  or  even  bilateral 
discussions  have  been  relatively  fruitless  over  the  years. 

The  Chinese  are  clearly  moving  in  the  wrong  direction,  doing 
what  the  Soviets  tried  to  do  for  so  many  years  in  many  of  the  fo- 
rums they  are  involved  with  as  well. 

The  Bangkok  Declaration,  the  statement  was  made  in  anticipa- 
tion of  the  World  Human  Rights  Congress  that  is  going  to  take 
place  in  Vienna  in  June,  made  the  point,  this  is  the  Bangkok  Dec- 
laration that  human  rights  is  a  matter  of  national  sovereignty  and 
internal  affairs  and  not  subject  to  scrutiny  or  conditionality  by 
Western  countries. 

So  they  are  putting  up  the  walls,  if  you  will,  and  saying  we  don't 
want  to  hear  what  you  have  got  to  say.  Another  reason  why  the 


37 

economic  issue  needs  to  be  very  carefully  spliced  in  writh  the  moral 
situation  if  we  have  any  realistic  hope  of  achieving  results  in  the 
area  of  human  rights. 

INFORMATION  ON  U.S.  POW'S 

I  do  have  a  question  I  would  like  to  just  ask  you.  I  have  served 
for  many  years  on  the  House  Human  Rights  Task  Force  and  there 
has  been  at  least  some  evidence  of  the  Chinese  having  knowledge 
of  or  some  kind  of  information  concerning  our  POWs. 

Would  the  council,  the  American-China  council,  be  willing  to  ask 
the  Chinese  to  make  that  and  any  information  they  mignt  have 
available? 

Mr.  Anderson.  I  would  be  willing  to  ask  in  my  own  personal  ca- 
pacity. I  could  not  ask  the  U.S.-China  Business  Council  and  our 
companies  to  do  it  as  a  council.  This  is  a  subject  that  I  am  con- 
cerned about.  I  have  been  concerned  with  it  for  something  like  25 
years. 

I  was  working  on  the  China  desk  after  the  Korean  war,  and  tried 
track  down  all  the  stories  after  American  prisoners  being  held  in 
China.  And  I  am  pretty  well  satisfied  that  these  stories,  they  have 
been  floating  out  for  25  years,  that  they  really  have  no  basis  in 
fact. 

Mr.  ACKERMAN.  Thank  you  very  much. 

Let  me  thank  all  three  of  our  witnesses  today  for  making  very 
important  contributions  to  our  three  subcommittees  during  our  de- 
liberations. Thank  you  very  much. 

We  are  going  to  change  the  order  of  things  for  the  moment.  We 
would  like  to  bring  up  as  our  next  witness  the  Honorable  James 
A.  Lilley,  former  iWbassador  to  the  P.R.C. 

STATEMENT  OF  HON.  JAMES  A.  LILLEY,  FORMER 
AMBASSADOR  TO  CHINA 

Mr.  Lilley.  This  is  a  good  opportunity  to  talk  to  you  about  an 
important  subject,  the  Chinese  military  modernization.  I  first 
would  like  to  say  I  am  dealing  only  with  the  security  aspects  of 
this.  Richard  Bush  asked  me  to  talk  about  this  because  I  was  con- 
cerned with  it  in  defense,  and  I  have  tried  to  keep  up  with  it  since. 

In  my  testimony  I  would  make  one  qualification  regarding  the 
numbers  of  the  SU-27s  sold  to  China.  We  say  72.  That  number  is 
in  question.  That  was  based  on  a  Russian  report.  We  accepted  it, 
but  other  people  have  said  26,  some  people  say  24. 

I  would  like  to  comment  that  I  have  just  returned  from  Taipei 
and  I  have  seen  democracy  in  action.  It  is  raucous,  it  is  volatile, 
and  it  is  interesting.  And  compared  to  China,  it  is  very  different. 

The  essence  of  what  has  to  be  said  to  you,  I  believe,  should  be 
done  in  a  classified  briefing  by  either  CIA  or  DIA  on  the  weapons 
of  mass  destruction.  My  information  today  is  about  4  months  old 
and  this  is  a  fast-breaking  situation.  I  don't  now  have  the  current 
details,  but  I  think  you  should  get  these,  because  these  details  exist 
in  the  U.S.  Government  archives. 

One  final  general  statement  is  that  there  has  been  a  lot  of  mis- 
understanding about  what  the  United  States  is  trying  to  do  in  Tai- 
wan and  China  in  terms  of  the  military  balance.  I  was  personally 
involved  in  terminating  our  military  relationship  with  China,  some- 
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thing  which  I  had  been  involved  in  starting.  I  have  also  been  in- 
volved in  getting  the  sufficient  defensive  articles  for  Taiwan  over 
the  years. 

It  is  important  in  terms  of  the  military  balance  to  understand 
that  the  points  I  made  in  the  written  briefing  on  China  indicate 
that  the  Chinese  have  since  1985  been  engaged  in  a  massive  mili- 
tary modernization  program  which  has  historic  origins  and  which 
is  a  natural  development  in  terms  of  their  shifting  priorities  and 
their  perception  of  regional  threat,  their  accumulation  of  foreign 
currency,  the  deterioration  of  the  Soviet  Union,  and  the  alleged 
withdrawal  of  the  United  States.  It  is  a  once-in-a-lifetime  oppor- 
tunity to  extend  their  reach. 

I  think  it  is  important  that  the  United  States  supply  our  friends 
and  allies  with  sufficient  defensive  capability  and  also  be  forward 
deployed  to  deal  with  any  conventional  threat,  which  I  think  we 
can  do. 

Let  me  make  one  or  two  points  about  the  way  the  Chinese  do 
business.  First,  I  think  it  is  quite  clear  right  now  that  the  Chinese 
are  building  up  their  naval  and  air  power,  and  the  objective  of  this 
is  power  projection  in  the  South  China  Sea.  This  has  been  going 
on  since  about  1985. 

I  think  it  is  also  important  that  we  understand  that  deception  is 
part  of  the  game.  It  has  been  part  of  the  game  for  2,000  years  in 
China.  It  continues.  It  is  not  necessarily  lying  or  cheating.  It  is  just 
part  of  their  strategy.  It  goes  deep  into  Chinese  roots  of  how  you 
deal  with  alleged  antagonistic  powers,  or  potential  threats. 

You  simply  don't  tell  them  what  your  military  budget  is  or  what 
you  are  getting.  China  simply  won't  do  that.  They  will  come  to  you 
and  say  they  are  spending  $7  billion.  In  fact,  they  are  spending 
three  times  as  much,  and  my  friends  in  Taiwan  will  say  five  times 
as  much. 

I  can  give  you  a  number  of  instances  where  they  do  not  include 
particular  items  in  their  defense  budgets.  I  think  that  is  a  fact  of 
life.  That  is  a  strategic  concept  of  concealment,  particularly  in  the 
defense  budget. 

The  real  problem  to  me  today  is  the  very  sensitive  and  important 
issue  of  the  accumulation  of  weapons  of  mass  destruction  tech- 
nology and  the  proliferation  of  that.  This  is  a  very  hard  effort  to 
track,  because  it  is  the  old  shell  and  pea  game.  Here  you  see  it, 
here  you  don't.  Here  you  get  a  deception,  here  it  is  a  reliable  re- 
port. 

A  flood  of  information  comes  in  on  Chinese  acquisitions.  They  go 
all  over  the  world  on  a  shopping  tour.  We  report  it,  it  gets  into  the 
stream,  and  it  distorts  what  they  are  really  doing.  What  you  have 
to  do  is  get  to  that  nugget  of  about  5  or  10  percent  of  what  they 
are  actually  getting.  And  it  is  very  hard  to  get  the  smoking  gun  on 
this  one,  because  they  are  determined  that  you  don't  get  it. 

But  still,  information  slips  through.  And  a  probability  factor, 
which  can  be  interpreted  either  way  by  the  U.S.  Grovernment.  As 
I  say,  it  is  the  dinosaurs  and  the  apologists.  One  group  say  it  is 
a  move  to  extend  Chinese  hegemony  in  Asia.  Another  group  says 
it  is  nothing,  it  doesn't  add  up  to  a  lot,  it  is  just  a  small  acquisition. 
You  can  interpret  it  either  way. 
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But  my  findings  when  I  was  in  defense  in  1992  was  that  this  was 
a  real  phenomenon.  It  was  going  on.  They  are  seeking  to  transfer 
the  mihtary  industrial  base  from  Russia  to  China,  getting  the  next 
generation  of  military  equipment  and  technology  into  China  so  they 
can  get  into  the  power  projection  game  by  producing,  manufactur- 
ing, and  bv  research  and  development  in  China  itself 

As  you  know,  this  happened  once  before  in  1950,  when  the  most 
massive  transfer  of  industrial  technology  and  military  technology 
in  history,  took  place.  This  was  from  Russia  to  China.  They  built 
up  the  conventional  heavy  industry  of  China  to  manufacture  tanks, 
MIG  15-17's,  AK-47's,  the  whole  range  of  equipment.  The  Chinese 
were  comfortable  with  this.  They  got  a  lot  of  military  equipment, 
training,  technology  transfer.  They  built  their  military  complex  on 
the  basis  of  this  transfer. 

Now  China  seeks  to  move  into  the  next  generation  of  military 
equipment.  These  items  are  relatively  new,  and  the  Chinese  believe 
they  have  to  get  it.  They  have  not  been  able  to  get  it  from  us  be- 
cause we  have  terminated  the  relationship,  and  even  when  rela- 
tions were  good,  we  refused  certain  categories  of  equipment  related 
to  nuclear  weapons  or  missiles. 

Europe  has  also  been  very  parsimonious  about  this.  Japan  will 
not  sell  it.  They  can  only  get  dual-use  technology  from  Japan.  What 
they  can  get  from  Russia  is  the  specific  weapons  technology  they 
need.  It  was,  in  fact,  a  fire  sale  in  1992.  You  could  get  just  about 
what  you  wanted.  To  recruit  engineers,  technicians,  scientists, 
bring  them  in,  give  them  a  couple  of  thousand  dollars  a  month, 
give  them  a  house,  chauffeur-driven  car,  and  a  project  to  develop 
a  certain  weapons  technology. 

Again,  the  database  is  shallow,  difficult,  murky,  but  you  get  the 
outlines  of  this  coming  through.  And  it  is  something  we  have  to 
watch  very  carefully. 

I  would  finally  just  say  that  I  believe  in  the  short  term,  if  the 
United  States  stays  forward  deployed  in  the  Pacific,  if  we  continue 
to  work  with  our  allies  and  friends,  there  is  sufficient  power  to  deal 
with  any  potential  threat  in  Asia,  particularly  if  it  is  power  projec- 
tion into  the  sea  and  air.  This  has  not  been  a  strong  point  for  the 
Chinese.  I  don't  think  since  the  Ming  Dynasty  have  they  been  able 
to  project  naval  power. 

This  is  not  necessarily  directed  against  the  Chinese.  It  is  giving 
your  friends  in  Southeast  Asia,  Taiwan,  Korea,  the  capability  to 
deal  with  potential  problems.  It  could  even  be  North  Korea,  it  could 
be  a  resurgent  Russia,  it  could  be  a  remilitarized  Japan,  it  could 
be  their  neighbors.  But  I  think  it  is  very  important,  as  many 
Southeast  Asian  leaders  have  said  to  the  United  States,  do  not 
walk  away  from  this  place.  You  have  done  magnificent  things  and 
you  have  made  mistakes,  but  you  are  the  best  act  in  town.  Stay 
engaged. 

And  I  believe  Winston  Lord  has  said  in  his  recent  statements 
that  we  will  stay  engaged.  We  will  have  forward-deployed  forces, 
we  will  have  sufficient  power  including  a  carrier  battle  group  in 
Yakutia,  Second  Infantry  Division  in  Korea,  two  and  a  half  air 
wings  projected  to  the  end  of  this  decade,  and  access  agreements 
with  most  countries  in  Southeast  Asia,  should  be  sufficient. 
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We  don't  need  bases  in  Southeast  Asia  to  carryout  a  military  op- 
eration, if  one  has  to  be  carried  out.  Secretary  Cheney  has  said 
that  one  of  the  lessons  of  the  Gulf  War  is  that  we  don't  need  bases 
for  a  military  action.  What  you  need  is  the  cooperation  of  friendly 
states  in  the  area.  We  are  working  hard  to  achieve  that.  I  believe 
this  is  a  bipartisan  policy  that  will  work. 

Thank  you  very  much,  sir.^ 

Mr.  ACKERMAN.  Thank  you  very  much,  Mr.  Ambassador. 

Without  objection,  we  will  put  your  entire  written  statement  in 
the  record  as  well. 

Mr.  LiLLEY.  Thank  you. 

china's  leverage  over  north  KOREA 

Mr.  AcKERMAN.  A  couple  of  questions,  and  we  hope  not  to  keep 
you  too  long.  Is  and  can  China  play  a  constructive  role  vis-a-vis 
North  Korea? 

Mr.  LiLLEY.  I  think  so,  sir.  My  own  experience,  having  fought 
them  in  the  Korean  War  and  having  also  served  there  as  a  dip- 
lomat, I  have  seen  both  sides  of  the  equation.  I  would  give  you  a 
couple  of  examples  that  auger  well  for  this. 

First  of  all,  their  recent  role  in  the  U.N.  is  important.  Although 
it  was  not  as  complicated  a  problem,  China  played  a  constructive 
role  into  getting  both  Koreas  into  the  U.N.  by  a  process  of  their 
own  leverage  (with  Chinese  characteristics)  on  North  Korea.  The 
suggestion  on  dual  entry  had  to  come  from  North  Korea.  It  had  to 
be  Kim  II  Sung,  the  great  leader's  idea.  They  maneuvered  that. 

Number  two  is  the  immense  dependency  that  North  Korea  has 
on  China  for  its  economic  survival.  As  you  know,  it  is  breaking 
apart  economically  partly  because  it  keeps  a  huge  overmilitarized 
establishment. 

Mr.  AcKERMAN.  North  Korea? 

Mr.  LiLLEY.  Yes.  They  are  very  dependent  on  China  for  oil  and 
food.  They  have  severe  energy  shortages,  severe  food  shortages. 

It  seems  to  me  China  already  has  put  their  trade  mostly  on  a 
cash  basis.  I  think  these  two  things  lead  you  to  conclude  that 
China  has  decided  that  it  is  in  its  interest  to  begin  to  adjust  its 
Korean  policy,  by  recognition  of  South  Korea,  for  instance.  But  they 
don't  want  to  see  Kim  II  Sung  go  under. 

Mr.  ACKERMAN.  If  China  was  not  fully  engaged  on  an  economic 
basis  with  North  Korea,  would  they  cease  to  have  a  major  influence 
on  that  government? 

Mr.  LiLLEY.  Do  I  understand,  Mr.  Chairman,  that  if  in  fact  the 
economic  relationship  between  China  and  the  United  States  was  to 
deteriorate 

Mr.  AcKERMAN.  No.  The  question  is,  if  for  whatever  reason  the 
relationship  between  China  and  North  Korea  deteriorates,  will 
China  cease  to  be  able  to  be  a  major  influence  in  North  Korea?  Just 
that  bilateral  relationship. 

Mr.  LiLLEY.  I  see.  My  sense  is  that  when  you  use  leverage  like 
this,  it  is  not  a  zero-sum  game.  It  is  a  game  of  what  we  call  in  Chi- 
nese "wearing  the  small  shoes,"  pinching,  slow  water  torture,  push- 


'The  prepared  statement  of  Ambassador  Lilley  appears  in  the  appendix. 
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ing  your  target  in  a  certain  direction,  moving  somebody,  let's  say, 
20  degrees  in  one  direction. 

They  sense  now 

Mr.  ACKERMAN.  This  is  Asian  philosophy? 

Mr.  LiLLEY.  **Wearing  small  shoes"  is  a  Chinese  expression.  But 
they  feel  that  what  the  Chinese  are  trying  to  do  is  walk  a  line  be- 
tween using  their  leverage  to  get  certain  advantages  which  are  in 
their  interest,  namely  to  enhance  their  position  in  the  world,  to  get 
good  trading  relationships  with  the  South,  and  keep  the  buffer  zone 
in  North  Korea. 

So  therefore  it  is  in  their  interest  to  keep  enough  food  and  oil 
flowing  to  keep  this  obnoxious  old  dictator  in  North  Korea  alive 
there.  But  they  also  do  not  want  him  to  have  nuclear  weapons. 
This  is  a  frightening  prospect  for  them,  too. 

Mr.  AcKERMAN.  If  they  disengage  themselves  from  Nortli  Korea, 
would  they  be  able  to  accomplish  the  goals  that  you  just  stated? 

Mr.  LiLLEY.  It  seems  to  me  if  thev  disengage  themselves  from 
Korea,  it  will  collapse,  and  they  dont  want  that  to  happen.  They 
have  to  be  engaged  enough  to  let  this  man  survive. 

Mr.  AcKERMAN.  If  North  Korea  didn't  collapse,  I  know  we  are 
into  hypotheticals,  and  China  became  disengaged,  would  North 
Korea  in  any  way  feel  compelled  to  follow  China?  Will  China  have 
the  influence  they  have  now  on  North  Korea  if  they  pulled  away? 

Mr.  LiLLEY.  Again,  I  would  say,  Mr.  Chairman,  that  it  is  a  lever- 
age. It  is  getting  North  Korea  to  move.  When  you  get  the  North 
Koreans  to  act,  for  instance,  in  a  given  instance,  you  go  to  them 
and  say,  If  you  persist  in  your  policy  of  one  seat  for  the  two  Koreas, 
we  are  not  going  to  veto  the  South  Korean  request  for  entry,  which 
in  effect  tells  the  North  Koreans,  they  will  be  left  out.  That  is  le- 
verage. 

The  North  Koreans  have  opened  up  their  nuclear  sites  to  six  in- 
spections, provided  the  inventory,  then  when  they  get  caught  with 
their  hand  in  the  cookie  jar,  they  back  off. 

Mr.  ACKERMAN.  I  understand,  but  you  are  missing  the  question. 
The  question  simply  is,  if  China  did  not  exert  those  behind  the 
scenes,  20  degree  moves,  as  you  call  them,  if  they  indeed  played 
the  card  of  U.N.  admissions  and  played  that  card  to  the  detriment 
of  North  Korea,  would  indeed  they  have  lost  their  leverage? 

Mr.  LiLLEY.  I  go  back  to  the  point,  China  is  not  going  to  give  up 
all  of  their  leverage  on  North  Korea.  They  are  going  to  maintain 
North  Korea's  regime,  which  gives  certain  leverage  to  the  North 
Koreans  over  the  Chinese  because  they  know  the  Chinese  don't 
want  them  to  go  under.  Therefore,  they  will  maintain  a  certain  de- 
gree of  leverage  because  it  is  in  their  interest  to  do  so. 

What  they  do  is  take  away  enough  of  this  to  get  the  North  Kore- 
ans to  move  in  the  right  direction.  If  China  took  away  evervthing 
from  North  Korea,  China  believes  North  Korea  would  collapse, 
then  there  would  be  chaos  and  revolt. 

Therefore,  China  handles  this  in  a  measured  way.  It  doesn't  go 
the  whole  way.  It  does  not  give  up  its  leverage,  because  if  it  did 
that,  it  would  cause  North  Korea  to  turn  inward,  to  probably  seek, 
in  a  desperate  way,  a  rapid  nuclear  buildup.  It  is  just  not  China's 
way  of  doing  business  to  pull  the  rug  completely  from  under  North 
Korea. 
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Mr.  AcKERMAN.  Let's  shift  one  degree  east,  if  we  can.  If  indeed 
we  give  up  our  leverage  with  China,  another  Asian  country,  do  we 
not  force  them  more  and  more  into  a  position  of  isolation?  Do  we 
not  have  the  same  circumstance  of  their  building  up  at  even  more 
rapid  rate  their  nuclear  capabilities?  If  we  give  up  that  leverage 
and  disengage  from  them  completely,  wouldn't  that  be  the  same 
thing? 

Mr.  LiLLEY.  Again,  I  was  there  for  2  years  and  I  saw  leverage 
work.  Most  people  have  said  it  was  tokenism,  that  it  wasn't  effec- 
tive, that  we  kowtowed  to  the  Chinese.  I  can  tell  you  that  is  not 
true.  There  are  Chinese  who  walk  free  today  because  of  the  im- 
mense efforts  we  made  on  human  rights  in  China,  because  we  used 
all  kinds  of  pressure,  hard-ball  tactics,  to  get  people  out;  and  they 
walk  as  free  men  in  the  United  States  because  of  that. 

I  would  say  too  that  we  were  very  tough  on  the  military  relation- 
ship. We  had  leverage,  we  used  that  leverage  to  get  things  out  of 
China.  Today  we  still  have  also  a  great  deal  of  leverage  on  China. 
I  have  listened  to  the  exchange  today  on  the  enormous  leverage 
that  lies  in  the  use  of  Most  Favored  Nation. 

Mr.  AcKERMAN.  If  we  exercised  our  unilateral  right  to  withdraw 
MFN  from  China,  will  they  then  change  and  become  more  demo- 
cratic, or  will  they  respond  in  a  negative  way,  feeling  that  perhaps 
they  were  humiliated  or  diced,  as  my  kids  say? 

Mr.  LiLLEY.  I  would  say  first  of  all  the  landscape  is  strewn  with 
the  wreckage  of  foreigners  who  try  to  predict  events  in  China,  and 
that  includes  me.  My  sense  is  that  you  have  leverage  on  China.  It 
is  important  that  that  leverage  be  maintained.  We  have 

Mr.  AcKERMAN.  You  are  talking  about  withdrawing  MFN  or  the 
threat  of  withdrawing  MFN? 

Mr.  LiLLEY.  That  is  one  piece  of  leverage.  That  leverage  was  used 
very  eflFectively  and  skillfully  in  1990  to  extract  concessions  from 
the  Chinese.  That  is  not  accepted,  but  I  can  tell  you  that  is  the 
truth. 

Mr.  AcKERMAN.  The  threat  of  removing  MFN  or  the  removing  of 
MFN? 

Mr.  LiLLEY.  If  the  President  goes  into  his  Oval  Office  and  says, 
I  am  not  necessarily  sure  I  am  going  to  veto  or  not  veto  this  legisla- 
tion, the  Chinese  sweat  breaks  out,  and  my  leverage  in  China  in- 
creased by  about  80  percent.  And  I  could  get  things  done.  Martial 
law  was  lifted  for  instance. 

Again,  it  could  be  just  a  cosmetic  move,  but  800  people  got  am- 
nesty. Perhaps  a  cosmetic  move.  The  counter-revolutionary  arch 
criminal,  instigator  of  Tiananmen,  hiding  in  our  Embassy,  walks 
out  of  China  a  free  man  because  of  our  leverage. 

The  President  extended  MFN  in  1991  after  a  fierce  debate  and 
this  leverage  took  force  again.  In  addition  the  Chinese  were  told  if 
you  persist  in  the  proliferation  of  weapons  of  mass  destruction  to 
Pakistfui,  we  will  not  sell  you  satellites  and  we  will  not  sell  you 
super  computers.  The  Chinese  then  signed  onto  the  Missile  Tech- 
nology Control  Regime  and  the  Nuclear  Nonproliferation  Treaty. 

I  am  not  saying  that  is  the  end  of  it.  That  is  only  the  framework 
in  which  you  slug  it  out.  But  you  move  these  people  by  a  significant 
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degree  into  the  international  regimen  because  you  are  prepared  to 
use  your  leverage  on  them.  I  think  this  is  the  way  you  get  things 
done. 

Mr.  ACKERMAN.  That  is  as  long  as  you  have  a  threat  of  MFN. 

Let  me  get  directly  to  the  heart  of  the  matter.  If  you  use  your 
leverage,  do  you  use  it  up?  Once  played,  can  you  retrieve  that  card 
again  and  get  them  back  on  track?  If  you  deny  them  MFN,  what 
will  be  their  response? 

Mr.  LiLLEY.  Again,  I  go  back  to  my  statement,  Mr.  Chairman.  I 
am  taking  a  big  jump  to  deal  with  that  one,  because  I  am 

Mr.  AcKERMAN.  We  are  seeking  your  guidance,  Mr.  Ambassador. 

Mr.  LiLLEY.  I  can  talk  about  what  has  worked  in  the  past.  I  can 
talk  about  using  MFN  as  a  skillful  measure  of  leverage.  You  are 
saying 

Mr.  AcKERMAN.  I  want  to  make  a  distinction  between  MFN, 
using  MFN,  and  the  threat  of  using  MFN.  If  we  threaten  to  use 
MFN  to  whatever  degree,  you  still  have  MFN.  I  mean,  it  is  like  vir- 
ginity. If  you  give  it  away,  you  can't  play  it  again. 

Mr.  LiLLEY.  Well,  let's  say  if  I  were  in  the  administration,  which 
I  am  not,  I  would  like  to  use  MFN  as  leverage.  But  I  think  the 
threat  of  publicly  revoking  it,  you  are  beginning  to  get  into  a  very 
high-stakes  poker  game,  because  if  you  make  a  threat,  you  better 
be  prepared  to  carry  it  out.  And  if  you  carry  it  out,  then  this  will 
cause  maior  disruptions. 

If  the  aisruptions  happen,  then  you  are  going  to  have  a  Chinese 
reaction  and  they  are  going  to  strike  back  at  you  by  cutting  back 
to  a  degree  whatever  we  export. 

U.S.  PRESSURE  OVER  HUMAN  RIGHTS 

Mr.  AcKERMAN.  What  about  human  rights  and  nuclear? 

Mr.  LiLLEY.  Human  rights  is  a  tough  one. 

Mr.  ACKERMAN.  What  do  they  do?  You  told  us  they  would  strike 
back  as  far  as  trade.  What  would  you  predict  their  reaction  might 
be  on  human  rights?  Do  they  close  up  or  open  up? 

Mr.  LiLLEY.  I  would  say  there  would  be  some  movement  to  try 
to  satisfy  Americans.  Let  the  families 

Mr.  AcKERMAN.  If  we  threaten  to  use  it  or  if  we  use  it? 

Mr.  LiLLEY.  I  would  say  threaten  using  it. 

Mr.  AcKERMAN.  And  if  we  do  use  it,  what  would  their  reaction 
be? 

Mr.  LiLLEY.  I  think  you  would  run  the  risk  of  probably  causing 
major  dislocations  in  Cnina,  if  you  went  to  this  extreme. 

Mr.  ACKERMAN.  What  does  that  mean? 

Mr.  LiLLEY.  Because  you  are  hurting  the  entrepreneurial  areas 
in  South  China  and  Hong  Kong.  They  will  be  hurt  the  most,  the 
private  sector.  You  will  throw  people  out  of  work.  You  will  cause 
disruptions  in  that  system.  And  when  you  start  doing  that,  you  had 
better  be  familiar  with  Chinese  history.  When  foreigners  start 
messing  around  with  Chinese  volatile  domestic  politics  such  as  in 
the  Taiping  Rebellion  of  1860  when  the  leader  thought  he  was  the 
youngest  brother  of  Jesus  Christ,  20  million  Chinese  died.  I  am  not 
saying  this  is  going  to  happen,  but  I  am  saying  you  are  working 
in  a  very  volatile  situation. 
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My  contention  is  you  can  get  a  lot  done  with  China  by  supporting 
democracy  in  Hong  Kong,  by  supporting  democracy  in  Taiwan,  by 
getting  China  to  make  these  moves  to  let  people  out.  Their  system 
is  based  on  reform  through  labor  (Laogai).  Harry  Wu  has  got  it 
right.  They  keep  people  in  prison  for  the  regime  to  survive. 

They  know  that  in  1976,  when  they  reversed  verdicts  on  the  first 
Tiananmen,  the  government  fell.  They  understand  these  lessons. 
What  we  are  now  saying  is,  we  want  you  to  make  a  major  change 
in  your  system. 

They  aren't  going  to  do  that  because  their  power  rests  on  sup- 
pression. What  they  are  going  to  do  is  to  make  enough  moves  to 
try  to  keep  you  pacified  and  satiated.  It  is  going  to  be  a  back-and- 
forth  game.  It  is  not  going  to  have  any  clear-cut  answers. 

Mr.  AcKERMAN.  That  is  if  we  threaten  to  remove  MFN. 

Mr.  LiLLEY.  My  sense  is 

Mr.  AcKERMAN.  I  don't  want  to  put  words  in  your  mouth.  I  want 
to  put  your  words  in  my  ear. 

Mr.  LiLLEY.  You  aren't  going  to  get  clear  answers  from  me  be- 
cause it  is  a  murky  business.  That  is  not  the  way  you  get  business 
done  in  China. 

Mr.  AcKERMAN.  I  am  sure  your  advice  and  guidance  will  be  help- 
ful on  all  three  of  our  subcommittees.  We  are  going  to  have  to  vote 
soon  on  conditionality  of  MFN,  and  perhaps  the  removal  of  MFN 
at  some  time. 

What  would  you  advise  us  to  do  as  far  as  our  policy,  our  laws, 
using  them  to  accomplish  all  the  wonderful  goals  that  you  have  ar- 
ticulated? 

Mr.  LiLLEY.  I  think  my  goals 

Mr.  AcKERMAN.  We  have  got  to  go  yes  or  no  at  one  point. 

Mr.  LiLLEY.  My  sense  is  you  should  keep  the  leverage  and  then 
use  that  leverage  to  get  things  done. 

Mr.  ACKERMAN.  Thank  you. 

Mr.  Smith. 

Mr.  Smith.  Thank  you  very  much,  Mr.  Chairman. 

Mr,  Ambassador,  welcome  to  the  committee. 

Mr.  LiLLEY.  I  remember  when  you  came  to  China. 

Mr.  Smith.  I  know  you  are  pressed  for  time.  I  have  a  couple  of 
questions. 

The  Chinese  foreign  policy  seems  to  be  a  good  neighborly  policy 
while  the  military  policy  of  buildup  obviously  is  causing  a  great 
deal  of  consternation  on  the  part  of  people  in  the  region.  How  do 
you  reconcile  the  two?  Is  there  a  long  term — are  the  two  in  sync 
or  is  it  just  a  matter  of — is  it  a  long-term  goal  on  the  part  of  the 
Chinese  in  terms  of  hegemony? 

Mr.  LiLLEY.  I  am  going  to  give  you  one  of  those  answers  that  is 
not  going  to  satisfy  anybody.  When  you  deal  with  China  you  are 
dealing  with  contradictions.  Look  at  the  history  of  their  support  for 
insurgency  in  Southeast  Asia.  They  were  pouring  money  and  sup- 
port into  all  kinds  of  insurgencies  while  they  maintained  fi^iendly 
relations  with  the  governments  involved.  The  answer  was,  we  have 
friendship  with  governments  but  we  support  the  international  pro- 
letarian movement.  End  of  answer. 


45 


U.S.  STRATEGY  IN  EAST  ASIA 


We  have  two  things  going  right  now  in  China.  They  feel  that 
these  are  consistent.  We  are  going  to  be  friends  with  ASEAN,  we 
are  going  to  get  ASEAN  to  sign  on  to  our  human  rights  position, 
we  are  going  to  make  the  Westerners  look  like  they  are  heavy- 
hginded  interferers  in  our  internal  affairs.  The  Chinese  say  the 
United  States  does  kick  the  Malaysians  and  Indonesians  and  Thais 
in  the  teeth  when  it  gets  upset  with  their  human  rights  in  East 
Asia.  The  Chinese  say  join  forces  with  us.  We  don't  want  these  ar- 
rogant Americ£ms  dictating  the  way  we  do  things.  They  say  this  to 
Singapore. 

So  they  work  that  circuit  rather  effectively  in  terms  of  the  Bang- 
kok Meeting  on  Human  Rights.  On  the  other  hand,  the  Chinese  say 
they  have  a  perfect  right  as  a  great  power  in  Asia  to  develop  their 
military,  but  the  first  thing  the  Chinese  do  is  to  dissemble  about 
it.  They  say  it  is  not  happening.  You  have  seen  on  handouts  in  this. 

Chinese  says  it  has  a  smaller  per  capita  expenditure  than  anyone 
else.  The  United  States  has  all  these  nuclear  weapons,  and  Cnina 
has  just  a  few,  et  cetera,  et  cetera.  This  is  a  subtle  message  to  the 
people  in  Southeast  Asia:  You  better  get  along  with  us.  We  are 
your  friend.  We  can  be  your  friend,  and  we  cannot  be  your  friend. 
This  is  the  way  to  go  in  the  future,  to  have  all  kinds  of  peaceful 
economic  expansion  and  cooperation.  This  is  the  name  of  the  game, 
China  is  saying.  We  can  work  with  you. 

There  is  another  answer.  It  is  the  baseball  bat  in  the  corner.  The 
United  States  sounds  more  persuasive  when  it  keeps  a  military 
presence  in  the  area — to  wit,  the  baseball  bat.  Southeast  Asism  na- 
tionals ask  us  to  stay  so  that  baseball  bat  is  there,  but  down  the 
hall  someplace.  There  isn't  anything  that  can  match  our  carrier 
battle  groups  in  the  area.  This  is  very  important. 

When  I  was  in  Singapore  and  Indonesia,  we  were  offered  facili- 
ties. We  did  also  sell  them  F-16's,  we  have  joint  training,  joint 
planning.  That  is  what  they  want.  They  want  the  United  States  to 
stay  engaged.  And  this  is  the  best  offset  they  have  for  China. 

They  can't  make  it  too  obvious  because  they  are  Third  Worlders, 
nonaligned  participants  in  Jakarta.  It  has  got  to  be  done  in  a  way 
that  isn't  obvious.  And  it  has  to  be  done  carefully.  But  I  think  the 
message  is  there  and  I  think  we  have  got  that  message. 

Mr.  Smith.  Thank  you  very  muclv  for  your  answer.  I  know  you 
are  out  of  time. 

Mr.  ACKERMAN.  Chairman  Lantos,  who  has  so  generously  shared 
with  us  today  many  of  the  jurisdictions  of  his  subcommittee  so  that 
our  three  subcommittees  might  cooperate  in  the  interests  of  saving 
some  time. 

HUMAN  rights  CONCERNS 

Mr.  Lantos.  Thank  you  very  much,  Mr.  Chairman. 

Ambassador  Lilley,  I  just  have  a  couple  of  brief  questions.  You 
have  not  addressed  the  human  rights  issue  except  tangentially.  I 
would  like  to  ask  you  to  list  for  our  subcommittees  in  your  own 
candid  way  the  remaining  human  rights  problems  that  persist  in 
China. 

Mr.  Lilley.  The  remaining? 
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Mr.  Lantos.  Yes.  I  mean,  you  have  cited  a  few  achievements 
with  which  I  agree.  I  would  like  to  know  in  the  totality  of  the 
human  rights  issue,  as  it  relates  to  China  and  Tibet.  What  is  your 
candid  appraisal  as  of  May  20,  1993? 

Mr.  LiLLEY.  Harry  Wu  is  right.  You  have  a  major  penal  system 
that  is  devoted  to  keeping  the  population  in  line,  one. 

You  have  a  judicial  system  which  is  still  subordinate  to  the  party 
in  terms  of  carrying  out  the  party's  objectives.  You  do  not  have  an 
independent  judiciary. 

You  have  a  propaganda  organization  which  is  under  central  con- 
trol that  spouts  a  standard  line.  It  does  not  allow  political  dissent. 
Dissent  is  to  defect  from  heaven,  as  they  say. 

Number  four,  you  maintain,  as  the  Secretary  General  of  the  Chi- 
nese Communist  Party  said,  the  ability  to  assure  domestic  tran- 
quility by  use  of  the  People's  Liberation  Army.  They  persist  in  this. 

Another  big  problem  is  the  curtailment  of  a  very  modest  demo- 
cratic movement  in  Hong  Kong.  That  is  not  right.  I  think  the  Brit- 
ish have  used  some  questionable  tactics.  You  should  not,  for  in- 
stance, put  a  Caucasian  face  on  democracy  in  Hong  Kong.  The 
leadership  should  come  from  the  Chinese  in  Hong  Kong. 

The  Chinese  also  should  take  a  more  flexible  and  intelligent  atti- 
tude toward  Taiwan.  Their  own  bullying  of  Taiwan  in  international 
fora,  humiliation  of  Taiwan,  only  sparks  Taiwan  independence. 

I  can  give  you  some  very  choice  statements  made  at  the  legisla- 
tive session  in  Taiwan  which  I  just  attended,  about  what  this  Chi- 
nese process  at  humiliation  does  in  pushing  their  Chinese  in  Tai- 
wan move  toward  self-determination  and  independence.  This  is 
very  counterproductive. 

Prison  export  labor  persists.  I  think  it  is  deeply  embedded  in  the 
system.  It  doesn't  change. 

Mr.  Lantos.  How  about  religious  persecution? 

Mr.  LiLLEY.  Oh,  yes,  of  course. 

Mr.  Lantos.  How  about  forced  abortions? 

Mr.  LiLLEY.  I  haven't  seen  that  much  evidence.  There  is  very 
strict  family  planning.  There  is  organized  peer  pressure  to  get 
women  to  get  the  abortions.  They  have  very  many  techniques  they 
can  use  to  get  what  they  want  without  going  public. 

One  of  the  most  effective  means,  for  instance,  is  administrative 
punishment,  which  is  almost  impossible  for  us  to  get  at.  If  they 
have  a  media  person  that  participated  in  Tiananmen,  this  person 
gets  transferred  to  a  rock  pile  in  northern  Manchuria.  There  is 
nothing  penal — ^it  is  administrative  transfer,  it  is  serving  the  moth- 
erland. That  kind  of  thing  goes  on  all  the  time.  It  is  an  element 
of  control. 

The  Chinese  believe  that  they  are  finding  a  formula,  a  new  for- 
mula for,  let's  say,  political  dogmatic  control,  matched  with  eco- 
nomic free  markets.  They  look  back  with  admiration  at  the  Korean 
authoritarian  Pak  Chung  Lee  Hi  and  Lee  Kuang-Yao  of  Singapore. 
How  did  you  guys  do  it? — the  Chinese  ask  themselves.  You  had  tre- 
mendous growth  yet  you  kept  your  populations  in  line.  Com- 
munism doesn't  work  well  anymore.  Let's  send  our  cadre  down  to 
Singapore  to  see  how  you  guys  did  it. 
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Mr.  Lantos.  Of  course,  you  know,  when  you  have  an  historical 
perspective,  it  is  not  that  impressive  to  see  economic  growth  cou- 
pled with  a  police  state. 

Adolf  Hitler  demonstrated  with  great  effectiveness  that  you  can 
get  private  enterprise,  a  market  economy,  and  suppression  of  the 
most  brutal  variety.  So  the  people  who  suddenly  fall  in  love  with 
the  notion  that  they  have  13  percent  gross  domestic  product  growth 
and  they  are  the  fastest  growing  economv  seem  to  have  a  very  se- 
lective memory.  From  the  time  Adolf  Hitler  came  to  power  in  1933 
there  was  a  very  impressive  economic  growth  picture  in  Grermany. 

Mr.  LiLLEY.  I  would  say  this.  Chairman  Lantos.  The  situations 
are  somewhat  different  because  the  Chinese  have  a  phrase.  They 
say  these  ^ys  have  a  policv  up  here.  These  guys  have  the  way  to 
deal  with  it  down  below.  Tne  typical  Chinese  will  go  early  in  the 
morning  to  the  picture  of  Mao,  genuflect  four  times,  swear  to  the 
four  cardinal  principles  of  political  dogma,  and  then  go  out  and 
make  a  buck  on  the  free  market  and  listen  to  radio  or  TV  from  Tai- 
wan. This  is  the  way  of  surviving. 

You  can  make  10,000  yuan  a  year,  marry  off  your  daughter,  put 
a  wing  on  your  house,  and  maybe  send  your  son  to  Stanford.  This 
is  the  Kind  of  thing  you  are  looking  for.  That  sort  of  mix,  many  Chi- 
nese say,  is  the  way  to  go.  Politics  is  too  dangerous. 

Communism  doesn't  work  anymore.  What  can  we  use?  The  an- 
swer is  nationalism  and  a  powerful  military.  Standing  up  to  the 
world.  Greater  China  is  the  wave  of  the  future,  they  tell  their  peo- 
ple. 

Mr.  Lantos.  I  agree  with  you,  Mr.  Ambassador,  and  what  you 
are  saying  is  very  rational,  and  I  think  very  accurate.  I  am  merely 
point  out,  not  to  you,  because  you  know  this  better  than  I  do,  that 
the  rather  naive  notion  that  as  you  see  economic  growth  and  some 
reliance  on  the  market,  this  pattern  ipso  facto  leads  to  political  lib- 
eralization— and  that  clearly  is  not  proven  by  history.  In  some  in- 
stances it  does  and  in  some  instance  it  doesn't. 

And  the  jury  is  certainly  out  with  respect  to  China,  which  has 
shown  no  inclination  to  give  up  the  dictatorial  and  totalitarian 
power  of  the  Communist  Party.  Would  you  agree  with  that? 

Mr.  LiLLEY.  They  are  saying  that  what  we  want  is  authoritarian 
government  with  the  instruments  of  police  control  and  also  eco- 
nomic progress.  Fashion  shows  in  Beijing,  keep  the  foreigner 
happy,  and  at  the  same  time  we  want  our  own  model  for  develop- 
ment. We  don't  want  theirs. 

U.S.  COMMERCIAL  LEVERAGE 

Mr.  Lantos.  May  I  ask  two  more  brief  questions.  I  know  you  are 
pressed  for  time. 

The  word  "leverage"  has  been  used  here  ad  nauseam  by  every- 
body. I  would  like  to  pin  down  the  notion  of  leverage.  We  export, 
I  believe,  about  1.5  percent  of  our  total  exports  to  China.  I  think 
that  is  a  fairly  accurate  figure,  1.5  percent  of  total  U.S.  exports  go 
to  China.  About  a  third  of  Chinese  exports  come  to  the  United 
States.  Who  do  you  think  has  greater  leverage? 

Mr.  LiLLEY.  We  do. 

Mr.  Lantos.  So  this — I  don't  know  if  you  are  here  at  the  begin- 
ning of  this  hearing.  We  heard  earlier  testimony  predicting  eco- 
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nomic  doom  for  the  United  States  if  we  condition  MFN,  an  almost 
doubling  of  the  cost  of  our  imports  if  we  condition  MFN.  Do  you 
think  there  is  any  merit  in  such  alarmist  statements? 

Mr.  LiLLEY.  We  will  probably  be  hurt.  I  couldn't  measure  exactly 
how  much  we  will  be  nurt.  There  will  be  some  retaliation.  So  far 
that  hasn't  happened. 

Our  leverage  has  led  to  a  great  buying  spree  in  order  to  take 
care  of  our  "capitalist  reed,"  because  this  will  influence  the  way  we 
think.  They  are  quite  cynical  about  us. 

Mr.  Lantos.  'rhev  are  very  cynical  vis-a-vis  us,  and  in  fact  vis- 
a-vis the  whole  world,  but  with  a  $10  billion  trade  surplus,  if  a  Chi- 
nese trade  mission  comes  and  spends  $1  billion,  that  is  a  pretty 
good  deal,  isn't  it?  It  impresses  tne  people  from  whom  thev  buy.  It 
gives  them  PR  leverage,  from  their  point  of  view  it  sonens  the 
pressure  for  conditioning  Most  Favored  Nation  treatment,  and  they 
still  have  just  bought  things  that  they  should  have  bought  anyway 
at  a  cost  of  10  percent  of  their  trade  surplus. 

Mr.  LiLLEY.  I  am  not  arguing  with  you,  Mr.  Chairman.  What  I 
am  sayingis  you  have  leverage  over  these  guys.  You  can  use  it  ef- 
fectively- The  question  is  how  you  use  it,  how  skillfully  you  use  it, 
what  your  objectives  are  in  using  it. 

And  in  my  case,  it  seems  to  me,  although  we  have  taken  some 
very  hard  hits  on  this  one  and  I  don't  necessarily  defend  some  of 
our  tactics,  I  would  say  that  the  thing  that  really  got  to  China  in 
the  1990's  were  three  things.  The  Japanese  third  yen  loan  package, 
$5.6  billion,  was  being  held  back. 

Number  two,  World  Bank  loans,  over  $2  billion,  were  being  held 
back. 

Number  three,  there  was  the  real  big  club,  the  threat  of  Most  Fa- 
vored Nation.  This  brought  clarity. 

Mr.  Lantos.  To  their  thinking. 

Mr.  LiLLEY.  Right. 

Mr.  Lantos.  Let  me  pursue  two  more  things.  In  your  testimony 
you  say,  in  addition  the  outflow  of  nuclear  weapons  technology 
from  China  to  other  Third  World  countries  and  the  current  inflow 
of  advanced  missile  warhead  flow  from  Russia  to  China  are  a 
threat  to  security.  There  is  evidence  that  Southeast  Asian  countries 
are  recipients  of  missiles  from  China.  You  conclude,  it  is  essential 
to  implement  the  agreements  signed  by  China  and  gain  inter- 
national support  for  this  effort. 

What  you  are  saying,  in  polite  diplomatic  terms,  as  befits  a 
former  ^jnbassador,  is  they  are  cheating  on  the  agreements  they 
signed,  and  we  should  attempt  to  gain  international  cooperation  to 
force  them  to  live  up  to  their  agreements. 

Is  this  basically  what  you  are  saying? 

Mr.  LiLLEY.  I  think  that  is  basically  correct,  sir,  yes. 

RADIO  FREE  ASL\ 

Mr.  Lantos.  Are  you  in  favor  of  Radio  Free  Asia,  Mr.  Ambas- 
sador? 

Mr.  LiLLEY.  I  am  in  favor  of  efficient  and  effective  broadcasts  to 
China.  My  proposal  on  Radio  Free  Asia  was  to  go  into  a  joint  ven- 
ture with  Taiwan  which  already  has  a  very  effective  broadcasting 
system  which  gets  to  China.  Taiwan  has  the  money,  people,  and 
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the  location  to  do  this.  We  should  get  in  there  and  work  with  Tai- 
wan to  do  it,  because  I  think  if  we  do  it  in  the  United  States,  it 
is  like,  it  is  like  the  mating  elephant:  high  level  action  but  nothing 
is  going  to  happen  for  2  years,  but  you  will  have  lots  of  trumpeting. 

Mr.  Lantos.  I  wouldn't  make  any  sexist  remarks  about  elephants 
if  I  were  you. 

Mr,  LiLLEY.  I  am  a  Republican,  sir. 

Mr.  Lantos.  Coming  to  the  substance  of  your  observation,  are 
you  suggesting  a  mechanical  relationship  with  Taiwan  such  as  cur- 
rently exists  between,  say,  two  competing  newspapers  in  the  same 
cit^  who  use  the  same  printing  facility,  or  are  you  suggesting  some- 
thmg  more  than  that?  Because  I,  for  one,  would  be  totally  imwill- 
ing  to  give  up  any  content  control  to  Taiwan  or  anybody  else. 

I  think  Radio  Free  Asia  should  be  like  Radio  Free  Europe,  a  free 
instrument  of  communication  to  a  totalitarian  regime. 

Mr,  LiLLEY.  I  worked  this  problem  several  times,  once  in  the 
early  1950's,  and  once  in  the  mid-1960's,  and  we  looked  at  the  pos- 
sibility of  doing  this  and  how  difficult  and  expensive  it  would  be 
for  to  us  set  up  an  effective  operation  like  Radio  Free  Europe  or 
Radio  Libertv.  And  my  conclusion  at  that  time  was  that  it  would 
be  very  hard  to  get  the  antenna  sites  in  Asia  to  do  this,  because 
Korea,  Japan,  Hong  Kong,  Thailand,  Philippines,  nobody  was  inter- 
ested in  supporting  us. 

We  could  probably  do  something  short  wave  from  Guam,  but 
what  you  want  to  get  into  China  now,  which  is  going  to  make  the 
big  change,  is  the  TV  broadcasts.  The  4.5  million  Chinese  are  be- 
ginning to  get  Star  TV  and  CNN.  We  want  to  get  into  the  tech- 
nology of  the  future.  That  is  going  to  have  a  much  greater  effect 
on  them  than  this  radio,  shortwave  radio  going  in  there. 

Mr.  Lantos.  What  percentage  of  Chinese  watch  CNN?  Because 
I  have  been  to  China  and  I  watched  CNN  in  China  in  my  hotel. 
I  am  iust  wondering  what  would  be  your  wild  guess  of  the  percent- 
age of  Chinese  citizens  being  capable  of  watching  CNN. 

Mr.  LiLLEY.  It  is  not  the  number  of  people  that  watch,  it  is  the 
Chinese  network  of  people  that  gets  the  news.  Now,  look  at  the 
Gulf  War;  let's  say  that  about  1  million  Chinese  saw  CNN.  I  would 
say  that  word  probably  went  out  to  100  million  Chinese  about  the 
smart  bombs,  those  wonderful  stories  about  the  Americans  beating 
up  on  Saddam  Hussein.  What  I  got  at  the  embassy  were  hundreds 
and  hundreds  of  letters  from  individual  Chinese  saying,  how  do  I 
help? 

One  man  sent  me  his  entire  life  savings.  We  had  to  give  it  back. 
I  got  swords;  I  got  poetry.  The  propaganda  organs  were  trying  to 
downplay  the  U.S.  military  role  to  the  Chinese.  The  Chinese  were 
frightened  by  their  own  secret  pills  and  moved  away  from  support 
for  the  United  States  to  a  more  neutral  posture,  but  the  population 
was  out  of  control  on  this  one. 

They  are — ^they  have  got  4.5  million  antennae  now.  I  would  say 
each  antenna,  maybe  5,  10,  20  people  watch.  That  word,  in  turn, 
goes  out  to  probably  a  whole  other  circle.  You  get  into  the  urban 
centers  but  the  peasants,  are  something  else.  I  don't  know  if  you 
can  ever  get  at  them. 

Mr.  Lantos.  You  see,  I  fully  agree  with  you  about  the  global  im- 
pact of  CNN.  My  problem  with  CNN,  for  the  purpose  that  I  envi- 
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sion,  is  that  CNN  clearly  doesn't  deal  with  the  internal  Chinese 
stories  that  the  Chinese  people  should  hear.  The  magic  of  Radio 
Free  Europe,  as  in  Czechoslovakia  and  Bulgaria  and  Poland  and 
Hungary  and  elsewhere,  is  that  the  people  are  told  what  is  happen- 
ing in  their  own  country  that  their  own  media  didn't  tell  them. 
CNN  gives  them  what  CNN  does  and  does  very  effectively,  but  I 
personally  feel  that  there  is  a  desperate  and  urgent  need  for  a 
Radio  Free  Asia  operation. 

My  final  question 

Mr.  LiLLEY.  May  I  make  just  one  point,  sir? 

Mr.  Lantos.  Please. 

Mr.  LiLLEY.  Do  it  from  Taiwan,  carry  the  Chinese  message  from 
Taiwan.  China  gets  4  million  tourists  from  Taiwan.  They  have  an 
analytical  ability  to  do  this  and  the  programming  is  all  set  up. 
They  can  carry  the  message  in  if  they  choose  to. 

If  you  put  an  American  face  on  a  condescending  message  to  the 
Chinese  about  how  they  should  live  their  lives  or  how  bad  China 
is,  the  regime  will  take  it  and  use  it  back  against  you  the  way  they 
have  done  Governor  against  Chris  Patten  in  Hong  Kong. 

PROPOSED  LEGISLATION  ON  THE  2000  OLYMPICS 

Mr.  Lantos.  Mr.  Ambassador,  the  faces  which  were  used  vis-a- 
vis Bulgaria  were  Bulgarian  faces  and  the  faces  that  were  used  in 
Poland  were  Polish  faces  and  Polish  voices.  I  fully  agree  with  you, 
I  don't  believe  there  is  a  plan  to  do  anything  other  than  what  you 
are  saying. 

My  onfy  question  relates  to  the  Olympics.  When  the  Inter- 
national Olympics  Committee  was  there,  the  Chinese  did  their  ut- 
most to  clean  up  their  act  in  every  conceivable  way,  some  of  them 
of  questionable  legality,  gifts  of  great  value  to  members  of  the  com- 
mittee and  so  on.  I  intend  to  introduce  a  resolution  in  this  body 
calling  for  the  Olympics  not  to  be  held  in  China  until  human  rights 
conditions  show  substantive  major  significant  improvements,  which 
clearly  cannot  be  by  the  year  contemplated. 

What  do  you  think? 

Let  me  put  it  this  way:  If  you  were  a  member  of  this  body,  would 
you  be  a  cosponsor  of  my  legislation? 

Mr.  LiLLEY.  Now  I  am  back  to  war  stories  again.  I  was  in  Seoul 
for  the  1980  Olympics.  Superb,  marvelous,  great  achievement. 
Seoul  opens  up  to  the  outside  world,  recognition,  change,  Kim 
Young  Sam  is  now  President.  This  isn't  necessarily  cause  and  ef- 
fect, but  things  are  happening  in  Korea  that  I  think  you  like  and 

I  was  in  China  for  the  Asian  Games  in  1990.  Now,  at  the  opening 
of  the  Asian  Games,  there  were  more  hoods  than  spectators.  They 
were  so  frightened  that  something  would  happen  that  would  dis- 
credit them  to  the  world.  It  took  us  45  minutes  to  get  into  our 
seats;  we  were  late,  it  was  all  messed  up.  When  they  finished  the 
games,  the  closing  ceremony,  all  of  this  sort  of  went  away.  I  guess 
the  hoods — guys  changed  tneir  clothes  or  hid  behind  trees  or  got 
into  a  different  mode. 

You  should  turn  the  bright  light  on  China — and  I  have  told  this 
to  our  British  friends  in  Hong  Kong — expose  China,  bring  all  of 
their  techniques  out  into  the  open.  I  can't  say  that  the  Olympics 
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in  the  year  2000  will  change  China.  I  think  China  will  be  changing 
before  that  happens. 

It  seems  to  me,  again  you  have  a  certain  amount  of,  as  Chairman 
Ackerman  has  tried  to  squeeze  me  on,  leverage.  And  how  that  le- 
verage is  used  might  be  a  very  skillful  process.  Legislation  can  be 
helpful.  There  is  the  good-cop-bad-cop  theory  of  dealing  with  China, 
and  I  gather  you  don't  mind  being  the  bad  cop. 

Mr.  Lantos.  I  am  the  good  cop. 

Mr.  LiLLEY.  I  see.  And  I  think  that,  you  know,  work  with  the  ad- 
ministration to  use  these  things  to  get  things  done.  It  can  be  done, 
and  I 

Mr.  Lantos.  Well,  I  appreciate  what  you  are  saying.  Let  me  pur- 
sue the  Olympics  a  bit  further. 

Do  you  think  that  holding  the  Olympics  in  1936  in  Nazi  (Ger- 
many was  an  appropriate  move? 

Mr.  LiLLEY.  The  best  thing  about  that  was  Jesse  Owens*  perform- 
ance. 

Mr,  Lantos.  I  was  as  excited  about  it  as  you  would  have  been 
had  you  been  alive.  I  don't  think  you  were  alive. 

Mr.  LiLLEY.  I  was  born  in  1928,  sir. 

Mr.  Lantos.  OK.  Yes,  I  agree  with  Jesse  Owens'  performance. 
What  do  you  think  about  the  whole  event,  leaving  Jesse  Owens  out 
of  it? 

Mr.  LiLLEY.  No,  of  course;  the  obvious  answer  is,  it  gave  Hitler 
a  tremendous  boost. 

Mr.  Lantos.  That  is  right,  it  gave  Hitler  a  tremendous  boost.  Do 
we  wish  to  give  this  totalitarian  regime  in  Beijing  a  tremendous 
boost? 

Mr.  LiLLEY.  I  would  say  this,  right  now  they  lust  for  this.  They 
want  it  very  badly. 

Mr.  Lantos.  And  you  hit  them  where  it  hurts.  And  you  tell  them 
that  nothing  stands  in  the  way  of  holding  the  Olympics  in  Beijing. 

I  hope  to  be  there  in  2004  or  2008  or  by  any  time  they  clean  up 
their  act,  but  with  forced  abortions  and  gulags  and  iournalists 
being  persecuted  who  tell  the  truth  and  Protestants  being  per- 
secuted and  Catholics  being  persecuted  and  intellectuals  being  per- 
secuted and  slave  labor,  I  have  difficulty  signing  on  to  an  agree- 
ment, which  we  have  to  do  now  because  the  Olympics  take  years 
to  prepare,  giving  it  to  them  for  the  year  2000.  I  mean,  that  re- 
moves an  enormous  leverage.  I  will  be  very  happy  to  say,  let's  look 
at  the  year  2004. 

You  put  your  finger  on  it  perfectly:  Thev  are  lusting  for  it.  That 
is  the  capstone  of  change.  And  I  will  be  damned  if  I  will  be  party 
to  giving  it  to  them.  There  is  a  sequence  here,  they  first  clean  up 
their  act  and  then  they  get  the  Olympics.  You  don't  get  the  Olym- 
pics under  the  present  circumstances. 

Will  you  sign  my  legislation,  cosponsor? 

Mr.  LiLLEY.  First  I  would  see  what  you  could  get  out  of  them  by 
holding  it  back. 

Mr.  Lantos.  Well,  I  don't  know,  none  of  us — ^you  don't  know  and 
I  don't  know;  but  I  think  if  they  don't  get  the  Olympics  in  the  year 
2000,  I  bet  you,  dollars  to  doughnuts,  they  would  love  to  get  it  in 
the  year  2004. 
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Mr.  LiLLEY.  Use  your  leverage.  You  have  got  leverage  now;  you 
are  getting 

Mr.  Lantos.  Do  I  have  your  signature? 

Mr.  LiLLEY.  If  I  was  in  the  administration,  I  would  be 

Mr.  Lantos.  No,  in  the  Congress. 

Mr.  LiLLEY.  I  would  be  talking  to  you  about  how  this  can  be  used 
to  get  what  we  want. 

Mr.  Lantos.  OK.  Thank  you  very  much,  Mr.  Ambassador. 

Mr.  LiLLEY.  Thank  you.  May  I  leave  now,  sir? 

Mr.  AcKERMAN.  Mr.  Ambassador,  thank  you  very  much.  We  have 
very  rarely  had  the  opportunity  of  hearing  a  witness  of  the  caliber 
of  yourself.  I  think  I  speak  for  all  of  us,  you  made  an  important 
contribution. 

Mr.  LiLLEY.  Thank  you  very  much,  sir. 

Mr.  AcKERMAN.  And  let  me  thank  not  the  good  cop  but  the  good 
chief  of  detectives  for  his — as  usual — very,  very  piercing  questions. 
And  I  want  to  express  my  tremendous  admiration  for  Chairman 
Lantos  as  the  person  that  he  is,  having  come  through  the  kind  of 
persecution  in  Europe  at  the  time  that  he  did,  being,  certainly  in 
my  estimation  and  the  estimation  of  many,  the  leading  spokesman 
for  the  cause  of  human  rights  for  others,  small  minorities  of  people 
everywhere,  despite  the  tact  that  there  aren't  too  many  people  of 
his  background  that  are  being  persecuted  in  China — they  were  left 
off  the  list — ^nonetheless  speaking  out  for  all  others. 

Mr.  AcKERMAN.  The  next  panel — and  again  we  are  deeply  sorry 
to  keep  you  waiting — Liu  Binyan,  publisher  of  China  Focus;  and 
Robin  Munro,  Research  Associate  of  Asia  Watch.  Welcome  to  our 
joint  hearing. 

STATEMENTS  OF  LIU  BINYAN,  PUBLISHER,  "CHINA  FOCUS** 

Mr.  ACKERMAN.  Mr.  Liu,  unless  you  have  a  preference  of  order. 

Mr.  Liu.  Mr.  Chairman,  Members  of  the  committee,  ladies  and 
gentlemen,  thank  you  for  asking  me  to  address  the  political  situa- 
tion in  China  and  the  extent  to  which  U.S.  policy  impacts  upon  the 
human  rights  situation  in  China. 

Mr.  ACKERMAN.  Excuse  me,  could  you  just  pull  that  microphone 
a  bit  closer?  Point  it  up  a  little  bit. 

Thank  you. 

THE  CHINESE  PEOPLE  WELCOME  U.S.  ATTENTION  TO  HUMAN  RIGHTS 

Mr.  Liu.  Because  China  is  the  onlv  Communist  country  today 
with  rapid  economic  growth  and  a  relatively  stable  society,  many 
seem  to  believe  that  a  miracle  is  happening  there.  As  a  result, 
some  people  in  the  West  are  saying,  let  Deng  Xiaoping  and  his  col- 
leagues do  their  job.  Do  not  interfere,  do  not  press  them  on  political 
reform.  As  it  is,  China  will  soon  catch  up  with  Asia's  so-called 
"Four  Little  Dragons."  But  is  this  true?  Or  does  contemporary 
China  present  a  more  complex  reality  than  current  media  reports 
seem  to  surest? 

The  world  has  seldom  seen  a  country  as  complex  and  contradic- 
tory, as  hard  to  fathom  as  China.  At  least  twice  during  the  1950's 
and  again  during  the  cultural  revolution  of  the  1960's,  many  West- 
erners, even  Sinologists,  were  deceived  by  China's  outward  appear- 
ance. 
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After  June  4,  1989,  the  Chinese  Communist  Party  tightened  its 
control  over  the  media  and  toughened  its  news  embargo,  making 
it  more  difficult  than  ever  to  understand  the  true  situation  there. 
With  today's  repressive  climate  in  Beijing,  the  danger  is  even 
greater  than  it  was  in  1989  that  the  Chinese  Government  can  suc- 
ceed in  masking  problems  from  the  West  and  from  its  own  citizens. 

Beneath  China's  surface  calm,  I  believe  there  are  severe  and 
growing  political,  social  and  regional  tensions.  Many  of  the  root 
causes  of  the  1989  protests — corruption,  nepotism,  human  rights 
abuses — ^have  worsened.  On  the  economic  front,  tne  phenomenal 
growth  of  the  private,  collective  and  local  sectors  undermines  the 
central  government,  while  Beijing  is  left  with  its  unprofitable 
states  enterprises  and  the  threat  of  renewed  inflation. 

It  is  very  evident  that  the  majority  of  the  Chinese  people,  the 
mentality  of  the  people  is  contradictory.  On  the  one  hand,  many 

{)eople  in  the  cities,  they  are  more  or  less  satisfied  with  improved 
iving  standards.  But  on  the  other  side,  except  for  a  very  few,  most 
of  the  people  are  deeply  worried  about  the  near  future  and  what 
will  happen  aft^r  2  or  3  years.  Even  Deng  Xiaoping  openly  I  mean, 
in  the  circle — the  circle  expressed  the  same  worry,  saying  that  we 
must  exploit,  use  the  good  chance  for  us  for  the  next  2  or  3  years. 
What  does  it  mean?  It  means  that  something  serious,  something 
dangerous  will  happen  after  Deng's  death.  The  people,  what  is  it 
the  people  worry  about?  Not  only  the  future — you  know,  near  fu- 
ture, the  chaos  or  tumult  in  China;  but  at  the  same  time  they  are 
worrying  about — they  are  indignant,  some  people,  many,  many  peo- 
ple, about  the  deterioration  in  many,  many  aspects  in  China  for  the 
morality,  the  social  order,  and  many,  many  things. 

If  we  let  the  status  quo  in  China  continue  for  the  ftiture,  the  next 
democratic  regime  in  China  will  be  facing  unresolvable  problems. 

CHESTA  AFTER  DENG 

China  is  entering  a  crucial  period  of  political  succession.  Legally, 
last  year's  14th  Party  Congress  marked  the  completion  of  a  transi- 
tion of  power  from  one  generation  to  the  next.  However,  it  is  a 
poorly  kept  state  secret  that  the  current  leader  Jiang  Zemin's 
power  comes  from  Deng  Xiaoping  himself.  Within  the  next  2  or  3 
years,  the  factional  infighting  over  power  after  Deng  will  be  occur- 
ring against  the  background  of  a  society  whose  grassroots  problems 
are  already  much  more  acute  than  in  1989.  The  combination  of  cer- 
tain leadership  changes  at  the  top  and  of  strong  pressure  for  politi- 
cal, economic  and  social  change  throughout  society  presents  un- 
precedented opportunities  and  dangers. 

The  next  few  years  could  well  see  genuine  movement  toward  a 
more  democratic  China.  They  could  also  witness  a  period  of  dan- 
gerous instability.  They  certainly  will  not  see  a  continuation  of  the 
status  quo. 

The  United  States  has  an  important  role  to  play  in  the  next  few 
years  which  are  critical  years  for  China.  China's  economic  growth 
will  continue  to  expand  but  will  be  accompanied  with  many  prob- 
lems. At  the  same  time,  China  will  be  experiencing  a  succession 
struggle  which  has  the  potential  to  change  the  face  of  China  for- 
ever. The  Chinese  people  look  upon  America  as  a  great  nation 
which  has  achieved  preeminence  in  the  world  and  in  the  Asian  re- 
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gfion.  Thus,  U.S.  response  to  events  in  China  plays  an  important 
role. 

NEED  FOR  A  FIRM  U.S.  POLICY 

It  is  important  for  the  Congress  and  the  administration  to  speak 
with  one  voice  on  China  policy,  and  that  voice  should  represent  a 
clear,  consistent  policy.  Congpress'  continued  persistence  in  condi- 
tioning China's  MFN  has  been  an  effective  tool  in  securing  some 
concessions  from  the  Chinese  Government.  But  due  to  the  lack  of 
U.S.  administration  resolve,  the  Chinese  Government  has  con- 
cluded that  human  rights  violations  will  be  tolerated  in  exchange 
for  trade  concessions.  President  Clinton  must  stand  firm  on  his 
campaign  pledge  to  condition  China's  MFN. 

Those  conditions  should  be  an  accounting  of  those  arrested  and 
sentenced  for  expressing  their  political  beliefs,  a  release  of  those 
prisoners,  and  access  to  Chinese  prisons  by  international  humani- 
tarian and  human  rights  organizations.  There  should  also  be 
progress  toward  lifting  restrictions  on  the  press,  ending  religious 
persecution,  ending  torture,  and  an  end  to  the  jamming  of  VOA 
and  other  foreign  broadcast  stations. 

I  believe  that  these  conditions  can  and  will  be  met  by  the  Chi- 
nese authorities  if  the  United  States  has  the  political  will  to  give 
life  to  the  ideals  of  human  rights  and  democracy  for  China. 

Thank  you. 

Mr.  ACKERMAN.  Thank  you,  Mr.  Liu. 

[The  prepared  statement  of  Mr.  Liu  appears  in  the  appendix.] 

Mr.  Mimro. 

STATEMENT  OF  ROBIN  MUNRO,  RESEARCH  ASSOCIATE,  ASIA 

WATCH 

Mr.  MuNRO.  Yes.  Thank  you. 

I  am  very  happy  to  have  the  opportunity  to  address  this  hearing 
on  the  important  subject  of  human  rights  abuses  in  China  and  why 
we  at  Asia  Watch  believe  that  the  situation  requires  attaching 
human  rights  conditionality  to  MFN.  I  would  like  to  preface  my  re- 
marks on  the  main  theme,  which  is  the  human  rights  abuses  in 
China,  by  addressing  two  issues  that  I  think  have  emerged  from 
the  previous  speakers  in  the  debate  so  far. 

MFN  CONDITIONS  ARE  NOT  ONEROUS  FOR  CHINA 

The  first  is  the  question  of  what  does  attaching  conditions  to 
MFN  mean  and  the  related  issue  of  using  leverage?  And  I  would 
like  to  say  that  I  think  all  too  often  the  question  is  posed  in  the 
wrong  way,  and  that  is  that  the  assumption  is  made  that  attaching 
conditions  to  MFN  will  ultimately  lead  to  revocation.  And  I  don't 
believe  this  at  all. 

I  think  that  the  conditions  that  are  being  considered  just  now  for 
MFN,  either  by  Presidential  order  or  by  the  congressional  bills,  are 
really  not  too  onerous  for  China.  They  are  considerably  watered 
down  from  previous  years.  However,  I  think  they  are  appropriate 
and  realizable.  They  certainly  are  less  onerous,  for  example,  than 
the  conditions  that  China  was  pressed  to  fulfill  on  such  subjects  as 
the  301  investigation  and  special  301. 
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In  this  case,  China  is  not  being  asked  to  change  its  domestic  law, 
it  is  not  being  asked  to  rewrite  its  copyright  law.  These  are  major 
demands.  It  is  instead  being  asked  to  free  some  political  prisoners 
and  to  stop  torturing  them. 

Now,  China  can  do  this  without  economic  reform  collapsing.  They 
are  realizable  and  realistic. 

On  the  question  of  leverage,  leverage  is  only  leverage  if  one  uses 
it.  To  sav  that  the  trade  relationship,  which  is  largely  in  China's 
favor — China  has  the  most  to  lose — that  that  is  leverage  is  only 
true  if  it  is  wielded  in  some  way.  Now,  attaching  conditions  to  it, 
I  believe,  is  the  way  to  do  that.  I  would  stress  that  this  is  not  the 
same  as  sacrificing  MFN.  There  is  a  world  of  difference  between 
these  two  concepts.  The  latter  is  not,  I  think,  under  serious  consid- 
eration. 

The  second  main  point  I  would  like  to  consider  is  the  idea — the 
widely  held  belief,  perhaps — ^that  one  must  just  leave  economic  re- 
form to  do  its  natural  work  in  China,  that  political  reform  and 
human  rights  improvements  will  flow  sooner  or  later  from  sus- 
tained economic  reform.  Now,  this  may  have  been  true  over,  I 
would  stress,  the  long  term,  several  decades,  in  the  so-called  Little 
Dragons  of  Southeast  Asia. 

Yes,  we  have  seen  emergence  of  democracy  slowly  and  bit  by  bit 
recently  in  those  countries — South  Korea,  Taiwan,  and  so  forth.  A 
human  price  was  paid  during  that  long  wait.  There  were  manv  dis- 
sidents who  went  to  jail  in  these  countries,  torture  occurred;  but 
OK,  progress  is  being  made. 

China  is  a  very  different  proposition.  As  has  been  pointed  out, 
China  is  a  Communist  country.  It  sees  a  fundamental — the  leader- 
ship in  Beijing  sees  a  fundamental  split  between  promoting  eco- 
nomic reform  on  the  one  hand  and  a  system  of  plural  democracy 
on  the  other.  Deng  Xiaoping,  every  time  he  speaks  on  this  issue, 
makes  it  abundantly  clear  that  he  has  no  intention  of  allowing  po- 
litical democracy  and  pluralism  to  emerge  as  a  result  of  reforms, 
the  economic  reforms. 

Indeed,  when  he  accelerated  economic  reform  last  spring,  he 
went  out  of  his  way  to  express  that  as  economic  reform  is  acceler- 
ated, it  becomes  even  more  important  to  keep  political  controls  in 
place,  to  prevent  diversification  politically,  to  prevent,  in  short,  any 
challenge  whatsoever  to  the  undisputed  power  of  the  Communist 
Party.  So  certainly  economic  reform  leading  to  political  democracy 
is  not  the  game  plan  in  Beijing,  no  niatter  what  opponents  of  condi- 
tional MFN  here  may  think. 

Now,  to  highlight  this — the  junction  between  reform  and  political 
improvement — I  would  like  to  move  now  to  summarize,  give  an 
overview  of  the  actual  human  rights  situation  in  China  today,  1 
year  after  the  much-vaunt'^^d  acceleration  of  economic  reform  in 
China. 

MASS  DETENTIONS 

I  have  been  monitoring  human  rights  in  China  for  15  years.  I 
know  manv  of  the  dissidents  that  have  gone  to  jail,  who  still  are 
in  jail,  and  I  deal  every  day  with  the  human  cost  of  repression  in 
China,  with  the  suffering  of  the  spouses,  the  children,  and  with,  of 
course,  the  prisoners  themselves,  many  of  whom,  if  they  ever  do 
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emerge  from  prison,  will  emerge  as  physical  wrecks,  sometimes  de- 
stroyed mentally  and  so  forth. 

The  reality  of  the  human  rights  situation  in  China  now  is  that 
we  have  continued  mass  detention  of  political  prisoners,  mainly  but 
by  no  means  exclusively  since  the  June  4th  crackdown.  We  have 
thousands  of  political  prisoners.  Even  the  Chinese  Government  has 
acknowledged  there  are  at  least  3,800  so-called  counter- 
revolutionaries in  jail.  The  real  figure  is  far  higher. 

There  continue  to  be  frequent  crackdowns  on  the  CathoUc  and 
Protestant  unofficial  churches.  Incidents  seem  to  abound  and  in- 
crease as  the  weeks  go  on,  rather  than  the  opposite.  Repression  in 
Tibet  is  still  severe.  There  are  continued  roundups  of  peaceful  pro- 
independence  activists,  nuns,  monks,  peasants.  And  I  will  come  to 
more  detail  later. 

China  still  holds  prisoners  from  the  Democracy  Wall  period  of 
1978.  A  personal  friend  of  mine,  Xu  Wenli,  who  is  one  of  the  most 
moderate,  reasonable  people  one  could  encounter,  has  rotted  in  jail 
in  solitary  confinement  for  13  years  now.  And  he  is  just  one  of 
many  such  cases. 

Torture  and  ill  treatment  are  rife  in  the  Chinese  prison  system. 
The  situation  is  getting  worse,  not  better.  One  can  infer  this  and 
discover  it  from  official  Chinese  prosecution  authority  reports.  They 
say  so.  We  have,  in  Asia  Watch,  have  numerous  files  of  interviews 
with  former  released  prisoners  that  show  beatings,  extortion  of  con- 
fessions by  torture,  routine  use  of  electric  batons. 

By  the  way,  I  should  add  that  just  last  year  in  Beijing  an  inter- 
national trade  fair  was  held,  at  which  China  tried  to  market  for 
international  sale  these  electric  batons,  stun  g^uns,  tear  gas.  And 
American  companies  were  present,  we  believe  possibly  in  violation 
of  President  Bush's  sanctions,  which  remain  in  place,  prohibiting 
cooperation  with  China's  security  apparatus. 

MEDICAL  NEGLECT  JN  PRISONS 

There  is  medical  neglect  to  an  extreme  degree  in  Chinese  pris- 
ons. Wang  Juntao,  who  received  13  years  in  prison  for  allegedly 
being  the  mastermind  of  the  1989  protests,  has  been  left  with  seri- 
ous medical  conditions  untreated,  and  he  is  possibly  in  danger  of 
losing  his  life  if  this  is  not  remedied  speedily.  He  has  hepatitis  B, 
which  is  active  and  damaging  his  liver.  He  also  has  coronary  heart 
disease  and  he  has  an  unspecified  other  ailment  which,  if  you  add 
those  three  together,  his  prison  doctor  has  told  his  wife  that  he 
must  be  released.  The  prison  can't  treat  him. 

This  story  is  repeated  endlessly  across  the  Chinese  gulag. 

Prison  labor  is  another  issue  about  which  we  have  heard  from 
Harry  Wu  earlier.  It  is  also  an  issue  in  which  Asia  Watch  has  done 
extensive  research.  The  part  of  Harry  Wu's  report  on  Shenyang  in 
northeast  China  is  a  case  which  I  am  intimately  familiar  with.  I 
have  a  file  3  inches  thick  in  my  office  on  the  export  activities  of 
those  two  prisons.  And,  in  fact,  I  also  have  other  records,  official 
documents  from  the  Shenyang  Laogai,  labor  reform  officials,  seek- 
ing foreign  investment  for  them  to  establish  trucking  companies  to 
get  their  export  Laogai  goods  out  of  China  all  the  more  effectively 
and  into  the  U.S.  market. 
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The  memorandum  of  understanding  on  prison  labor  has  been,  I 
am  afraid,  a  failure.  It  has  not  stopped  the  flow  of  goods.  It  is — 
the  way  it  is  worded,  it  is  largely  unenforceable. 

We  would  recommend  that  as  an  important  step  to  end  this 
shabby  trade  in  prison  goods  from  China,  that  a  crucial  require- 
ment should  be  that  the  Chinese  have  to  label  all  exports  from 
China  clearly  with  their  factory  of  origin.  Because  the  main  prob- 
lem with  prison  labor  goods  is  that  the  Chinese  Government  is 
laimdering  them  out  through  state-controlled  import-export  cor- 
porations. And  those  are  the  only  units  that  one  has  a  record  of  by 
the  time  the  goods  reach  the  West.  So  I  think  this  would  be  a  prac- 
tical, quite  feasible  demand  to  allow  enforcement  of  the  MOU. 

As  I  said,  economic  reform  was  accelerated  by  Deng  Xiaoping  in 
the  spring  of  last  year.  What  has  been  the  result?  Very  few  re- 
leases. China — the  Chinese  Government  has  learned  through  the 
last  3  vears  that  it  cannot  ignore  international  criticism,  especially 
from  the  United  States.  It  knows  there  will  be  a  cost.  It  has  been 
pushed  to  the  point  of  making  token  concessions.  Previously  it 
made  no  concessions. 

I  would  stress  they  are  token,  though.  All  we  have  had  are  a  few 
releases  of  prisoners  somewhat  ahead  of  their  completed — of  their 
scheduled  prison  terms,  and  allowing  some  dissidents  who  have 
been  released  to  come  to  the  United  States.  But  behind  the  scenes 
in  China,  in  areas  where  the  government  doesn't  think  the  West 
can  find  out  what  is  going  on,  it  is  a  very  different  picture. 

ARREST  OF  TIBETAN  DEMONSTRATOR 

Asia  Watch  published  a  report  recently  in  which  we  listed  40  ar- 
rests of  student  and  intellectual — students  and  intellectuals  who 
had  peacefully  advocated  democracy,  formed  unofficial  groups  and 
so  forth  over  the  last  year.  They  have  all  been  rounded  up,  their 
orgEuiizations  have  been  smashed,  and  they  are  still  in  prison.  In 
March  of  this  year,  26  young  Tibetan  nuns  and  monks  were  round- 
ed up  in  Lhasa  for  attempting  to  demonstrate  against  repression 
there.  They  included  a  15-year-old  nun  who,  if  past  experience  and 
practice  of  the  Tibet  Laogai  is  anything  to  go  by,  will  be  scheduled 
for  sexual  abuse  and  gross  beating  and  torture,  as  will  all  the  oth- 
ers. 

The  latest  news  is  that  three  more  Tibetan  demonstrators  were 
arrested  on  May  13th  because  they  planned  to  approach  a  Euro- 
pean Community  delegation  which  is  currently  in  Lhasa.  They 
were  arrested  to  prevent  this  happening.  The  latest  is  that  in  re- 
cent days,  just  as  the  EC  delegation  is  in  Beijing — in  Lhasa,  sev- 
eral hundred,  possibly,  Tibetans  have  been  rounded  up  for  preven- 
tive detention.  A  hundred  of  these  cases  have  been  confirmed  just 
yesterday  by  Amnesty  International. 

About  2  months  ago  a  hundred  unofficial  Protestant  believers 
were  rounded  up  by  the  police  and  arrested  in  Shaanxi  province, 
northwest  China,  in  the  countryside  where  they  were  holding  a  pri- 
vate prayer  meeting.  The  police  laid  into  them  without  explanation 
with  electric  batons,  leather  belts,  and  beat  the  hell  out  of  them. 
Several  were  badly  injured.  They  all  still  remain  in  prison,  and  one 
young  man  was  killed  because  of  the  beating. 
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This  is  the  reality  of  the  human  rights  situation  in  China,  and 
it  underscores,  I  feel,  the  need — the  urgent  need  for  firm  outside 

f>ressure  in  order  to  stop  these  abuses.  There  must  be  meaningful 
everage  applied  against  China.  Otherwise,  these  abuses  will  not 
stop. 

china's  OLYMPICS  BID 

On  the  question  of  the  Olympic  Games  which  has  been  raised, 
I  would  point  out  that  one  of  the  most  appallingly  ironic  features 
of  this  whole  scenario  of  China  having  the  Olympic  Games — which 
I  would  agree  promise,  if  they  happen  in  the  year  2000,  to  be  the 
most  well  orchestrated  display  of  totalitarian  authority  since  1936 
in  Berlin — ^the  man  who  is  the  head  of  the  Chinese  Olympic  Com- 
mittee is  Chen  Xitong,  formerly  the  mayor  of  Beijing,  the  man  who 
advised  Deng  Xiaoping  on  April  24,  1989,  to  crack  down  mercilessly 
on  the  Tiananmen  movement. 

He  was  the  man  who  signed  the  marshal  law  decrees  imposed  on 
May  20.  And  he  was  a  firm  supporter  of  the  brutal  crackdown.  He 
is  the  one  who  will  front  China  s  bid  for  the  Olympic  Games. 

Not  only  that,  China's  Olympics  bid  documented  several — they 
document— one  of  the  many  articles  they  listed  was,  as  a  plus  for 
China's  bid,  was  that — and  I  quote  more  or  less  verbatim  from 
memory — there  is  not,  nor  will  there  ever  emerge  in  China  any 
group  or  individual  opposing  China's  bid  for  the  Olympic  Games. 

Now,  a  BBC  journalist  present  at  the  press  conference  in  Beijing 
asked,  excuse  me,  does  that  mean  you  are  going  to  arrest  anyone 
who  opposes  your  bid?  And  the  spokesman  thought  for  a  minute 
and  replied,  this  question  does  not  exist. 

Now,  a  more  bizarre  expression  of  Orwellian  logic  is  hard  to 
imagine.  But  they  meant  it. 

ABout  2  weeks  ago,  a  long-standing  pro-democrapy  activist  in 
China,  Qin  Yongmin,  who  spent  several  years  in  jail  during  the 
1980's,  the  height  of  the  reform  movement  for  his  activities  in  the 
Democracy  Wall  movement  in  the  late  1970's.  was  arrested  for  at- 
tempting to  issue  a  statement  opposing  China  s  bid  for  the  Olympic 
Games. 

The  latest  news  just  2  days  ago  is  that  a  man  called  Wang 
Miaogen  in  Shanghai — who  is  a  well-known  dissident  who  headed 
in  May,  1989,  the  unofficial  labor  union  in  Shanghai,  the  Workers 
Autonomous  Federation  of  Shanghai,  and  was  imprisoned  for  a 
long  time  after  the  crackdown — ^has  been  rearrested  in  Shanghai- 
also  for  attempting  to  peacefully  express  opposition  to  China's  bid 
for  the  Olympic  Games.  Not  only  that,  they  have  put  him  in  a  men- 
tal hospital  in  much  the  same  way  as  was  done  in  the  former  So- 
viet Union. 

THE  "ANKANG"  network 

On  a  final  point  leading  on  from  that,  I  would  like  to  point  out 
a  new  word  which  I  think  will  soon  be  added  to  the  lexicon  of 


the  name  that  China's  Minister  of  Public  Security  designated  in 
1987  for  a  new  nationwide  system  of  special  Public  Security-run 
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mental  hospitals,  high-security  mental  institutions,  in  which  so- 
called  dangerously  mentally  ill  people  were  to  be  confined. 

Now,  we  are  seeing  here  a  repeat  run  of  one  of  the  most  odious 
aspects  of  Soviet  tyranny,  and  that  is  the  forcible  confinement  to 
psychiatric  institutes  of  dissidents.  There  are — as  of  early  1990, 
there  were  already  16  PSB  ankang  hospitals  throughout  China. 
There  are  many  more  now.  We  are  just  beginning  to  unravel  the 
story,  but  already  we  in  Asia  Watch  have  detailed  testimonies  from 
several  dissidents  who  had  been  confined  to  those  institutes.  They 
had  been  forcibly  given  psychotropic  drugs,  given  punitive  electro- 
shock  therapy  and  threatened  they  will  never  get  out  alive. 

That  is,  in  sum,  the  situation  of  the  human  rights  today  in 
China.  It  is  a  human  rights  catastrophe.  And  I  would  just  conclude 
by  saying  that — repeating  that  since  President  Clinton  was  elected, 
the  Chinese  have  made  token  concessions.  They  have  released  a 
few  well-known  prominent  dissidents  slightly  ahead  of  their  prison 
terms,  but  there  has  as  yet  been  no  significant  dent  in  the  huge 
backlog  of  political  prisoner  cases  in  China.  Indeed,  as  the  cases  I 
mentioned  show,  that  backlog  continues  to  grow. 

Therefore  we  urge  in  Asia  Watch  that  human  rights  conditions 
should  be  applied  to  MFN  and  we  believe,  moreover,  that  they  will 
be  realizable  and  effective  and  achieve  the  goals. 

The  Chinese  Grovemment  has  a  well-favored  negotiating  tactic 
which  is  to  adopt  a  totally  adamant  position  of  opposition  at  the 
outset  to  any  concessions.  It  threatens  all  kinds  of  dire  con- 
sequences, but  experience  shows  that  when  the  measures  are 
adopted,  when  the  other  guy  doesn't  blink  at  the  last  minute, 
China  then  sits  down  and  takes  a  very  cool,  rational  look  at  its 
international  interests. 

In  this  case  we  are  talking  about  $18  billion.  If  China  will  make 
the  concessions  needed  to  allow  MFN  to  be  continued,  this  will  be 
a  win/win  situation.  China  will  keep  MFN,  the  dissidents  will  get 
out  of  jail,  and  the  torture  will  be  reduced. 

I  would  like  to  conclude  there.  Thank  you. 

[The  prepared  statement  of  Mr.  Munro  appears  in  the  appendix.] 

FEASIBILITY  OF  USING  MFN  TO  INFLUENCE  THE  CHINESE 

GOVERNMENT 

Mr.  ACKERMAN.  Thank  you  very  much,  Mr.  Munro  and  Mr.  Liu. 
Your  statements  have  added  specific  examples  to  many  of  the 
statements  that  we  have  heard  and,  indeed,  know  about  concerning 
human  rights  or  the  lack  thereof  within  China.  Your  personal 
knowledge  and  opinions  are  greatly  appreciated  here,  and  perhaps 
you  could  share  with  us  what  you  think  is  the  best  way  to  move 
the  Chinese  Government  along  the  path  upon  which  we  would  like 
to  see  them. 

If  we  denied  them  MFN^  does  it  move  them  along?  If  we  give 
them  MFN,  do  they  take  us  for  granted  and  play  us  as  patsies? 
How  do  you  see  that  issue? 

Mr.  Liu.  I  don't  think  that  the  conditions  put  down  for  MFN,  as 
suggested  by  Congpresswoman  Nancy  Pelosi,  could  be  refused  by  the 
Chinese  regime.  First,  the  China — the  Government  of  China  is  too 
dependent  on  United  States,  both  economically  and  in  the  fields  of 
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high  technology.  So  they  wouldn't  be  so  easy  to  refuse  the  stand- 
ards of  MFN. 

Secondly,  many  of  the  high  officials  and  their  children,  the  per- 
sonal interest  of  them  is  already  linked  with  United  States.  I  can 
tell  you  some  details. 

Last  year,  one  of  the  daughters  of  Deng  Xiaoping,  and  a  daugh- 
ter of  Cfhen  Yun,  the  second  person  in  the  leadershij)— each  bought 
houses  in  Washington,  D.C.,  paying  as  much  as  $1  million  for  each. 
And  then  the  daughter  of  Deng  Xiaoping  left  the  United  States,  left 
her  daughter  with  the  babysitter  here,  and  now  she  is  going,  you 
know,  forth  and  back  and  doing  business. 

Many  Chinese  corrupt  officials  transfer  their  properties  into 
United  States — not  only  on  the  high-level  officials,  even  the  middle- 
level  and  the  low-level  officials.  I  have  much  information  from  the 
West  Coast  that  last  year,  you  know,  many  more  of  those  people 
came  to  United  States,  bought  properties — either  real  estate,  res- 
taurants, or  companies.  So  those  people  and  their  representatives 
wouldn't  so  easily  disrupt  the  relationship  between  United  States 
and  China. 

And  thirdly,  I  think  the  pressure  on  society  from  the  entre- 
preneurs whose  interests  are  linked  with  the  United  States  will 
push  the  Beijing  regime  to  be  careful,  to  be  cautious  in  dealing 
with  MFN. 

Mr.  ACKERMAN.  Mr.  Munro. 

Mr.  MuNRO.  Thank  you.  Well,  perhaps  just  a  few  comments  to — 
in  response  to  the  question. 

I  think  one  of  the  reasons  I  believe  that  conditional  MFN  would 
be  a  successful  tactic  to  address  the  kinds  of  abuses  we  have  talked 
about  in  China,  apart  from  the  fact  that  I  think  the  Chinese  Gov- 
ernment, as  I  said,  is  cool  headed  and  rational  when  its  basic  inter- 
ests are  on  the  line,  also  there  is  an  even  more  important  side 
which  is  that  I  don't  believe  that  Li  Peng  and  the  other  hard-liners 
in  China  could  actually  survive  politically  the  loss  of  MFN  from  the 
United  States. 

I  think  one  of  the  tactics  that  the  regime  has  adopted  quite  cold 
mindedly  over  the  last  12  years,  and  particularly  since  June  1989, 
is  to  promote  economic  reform  as  a  way  of  almost  placating  the 
dissatisfactions  of  the  Chinese  people  with  the  system  they  are  liv- 
ing under. 

Bear  in  mind  that,  after  the  Cultural  Revolution  came  to  its  long 
awaited  close  in  the  mid-1970's,  China  was  in  a  terminal  condition. 
The  population  was  massively  disaffected  with  the  regime.  Deng 
Xiaoping  came  into  power  at  that  time,  and  he  gave  the  Chinese 
nation  a  new  dispensation.  He  gave  in  fact  the  Communist  Party 
a  new  lease  on  life  by  his  economic  reform  program. 

Basically  the  deal  was,  we,  the  Communist  Party,  in  order  to  go 
on  staying  in  power,  will  give  you,  the  public,  more  goods  on  the 
table.  We  will  try  to  promote  your  rise  in  living  standards — even 
though  we  know  that,  by  promoting  semicapitalist  reform,  we  are 
taking  a  dangerous  track  we  have  to  keep  under  control  for  our 
own  reasons. 

But  the  basic  deal  was  go  on  supporting  us,  allow  us  our  political 
monopoly,  and  in  exchange  we  will  give  you  more  goods,  a  higher 
standard  of  living.  That  has  worked  well  for  the  party.  But  of 
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course  Tiananmen  happened.  Tiananmen  was  not  an  aberration.  It 
was  precisely  the  result  of  the  suppressed  social  demands,  the  in- 
creasingly strong  needs  of  sections  of  the  Chinese  public  for  politi- 
cal self-expression,  interest  group  expression  and  so  forth,  that  sur- 
faced at  that  time.  There  was  also  the  massive  corruption  in  the 
party,  which  economic  reform  has  largely  engendered. 

Now,  these  things  are  there,  and  they  remain  there  but  the  basic 
Deng  Xiaoping  line  is,  you  have  got  to  keep  the  goods  going  onto 
the  public's  table.  If  MFN  was  lost,  it  would  be  Cnina  that  would 
lose  enormous  amounts  of  hard  currency.  It  would  be  China,  the 
Chinese  Government,  that  would  lose  this  source  of  leverage  that 
it  has  on  its  people  in  this  political  tradeoff  that  I  have  outlined. 

There  would  be  massive  discontent  and  outrage  in  China  with 
the  government  from  the  Chinese  people  if,  through  their  obduracy 
and  unwillingness  to  compromise  on  human  rights,  the  hardliners 
blew  MFN  for  China.  There  would  be  such  discontent  that  Li  Peng 
could  not  survive.  I  don't  believe  the  hardliners  could  survive.  This 
is  one,  I  think,  important  aspect. 

Again,  this  just  underlines  the  fact  that  it  is  the  United  States 
who  has  the  leverage  here.  It  is  all  one-sided.  The  Chinese  Govern- 
ment's threats  notwithstanding,  they  would  never  take  the  risk  of 
pushing  this  issue  to  the  point  of  losing  MFN,  for  their  own  rea- 
sons, their  domestic,  political  reasons. 

Another  aspect  of  this  which  has  been  raised  is,  if  by  some  stroke 
of  bad  fortune  the  issue  is  pushed  to  the  point  where  MFN  is  lost — 
I  would  stress  that  is  not  the  basic  game  as  I  see  it,  the  game  is 
conditions — that  if  push  came  to  shove  and  MFN  was  lost,  Japan 
would  mop  up,  they  would  move  in,  the  hard-line  regime  wouldn't 
lose  anything  because  they  would  just  trade  elsewhere.  That  is  ig- 
noring an  important  political  point  from  Beijing's  point  of  view. 

They  are  already — and  the  Chinese  public,  they  are  already  veiy 
uncomfortable  with  the  degree  of  Japanese  penetration  of  their 
market.  There  is  deep-seated  antipathy,  that  is  not  too  strong  a 
word,  amongst  large  sections  of  the  Chinese  people  toward  Japan. 
This  is  obviously  a  historical  thing.  They  invaded  in  the  second 
World  War  and  there  was  extraordinary  brutality  there.  Folk  mem- 
ory survives  intact  to  this  day. 

The  government  is  very  uncomfortable  with  its  degree  of  depend- 
ency on  Japan.  They  want  to  live  in  a  multipolar  world  in  which 
they  can  play  one  ally  off  the  other  and  not  be  too  dependent  on 
one  country.  They  don't  want  to  depend  on  Japan,  I  believe.  This 
does  not  reflect  on  any  feelings  I  may  have  about  Japan.  I  am  just 
setting  the  situation  as  I  hear  it  from  Chinese  friends  and  from 
what  I  think  is  well-known. 

Finally,  the  issue  is  also  noted  by  people  who  oppose  conditions 
in  MFN  that  one  has  to  be  terribly  careful  with  China,  it  is  so  un- 
stable. Don't  push  it  in  any  way  to  the  point  where  the  whole  pack 
of  cards  might  collapse,  it  will  go  haywire,  it  will  implode  or  some- 
thing, go  back  to  the  Cultural  Revolution. 

I  would  make  the  other  point,  which  is  that  it  is  the  dvnamic  of 
economic  reform,  the  logic,  to  produce — as  well  as  all  the  oenefits — 
some  very  uncomfortable  situations  for  sections  of  the  Chinese  pub- 
lic. Chinese  workers  have  lost  their  job  security  to  a  large  extent. 
Millions  of  Chinese  workers  are  facing  layoffs  because  of  the  Deng 
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Xiaoping  moves  toward  greater  reliance  on  market  forces.  Enter- 
prises are  going  to  have  to  go  bankrupt. 

This  scenario  is  repeated  amongst  many  other  sections  of  societj^. 
The  intelligentsia  is  very  dissatisfied  with  what  is  happening.  Uni- 
versity professors  are  seeing,  in  the  course  of  economic  reform,  taxi 
drivers  making  more  money  in  a  week  than  they  do  in  a  month, 
or  even  in  a  day  in  some  cases,  taxi  drivers  make  more  money. 

University  professors  are  being  asked,  because  the  government  is 
not  putting  a  premium  on  education,  university  professors  are 
being  asked  to  go  out  on  the  street  and  sell  turnips  to  supplement 
their  income.  That  is  another  section  of  society  that  is  deeply  dis- 
satisfied. 

My  point  is,  what  does  real  stability  in  China  mean  under  those 
circumstances?  It  means  precisely  allowing  political  democratiza- 
tion to  emerge  so  these  groups  can  express  their  grievances  in  a 
peaceful,  structured  way,  as  in  any  modem  or  emergingly  modern 
society. 

It  is  an  illusion  to  think  that  stability  in  China  can  be  main- 
tained under  one  party  dictatorship  presiding  over  marketizing  eco- 
nomic reform.  It  is  nonsense.  So  China  needs  democracy  in  order 
to  safeguard  precisely  economic  reform. 

ASSESSMENT  OF  THE  LIKELIHOOD  THAT  CHINA  WOULD  MEET  U.S. 

CONDITIONS  FOR  MFN 

Mr.  ACKERMAN.  Thank  you  for  that  very  detailed  explanation.  If 
indeed  we  do  condition  MFN  on  all  of  those  good  things  that  we 
would  set  up  as  goals,  will  the  Chinese  meet  those  conditions?  Will 
they  satisfy  them,  the  ones  on  political  prisoners,  their  agreements 
in  the  area  of  non proliferation,  where  clearly  they  have  violated 
agreements  that  they  have  already  made? 

Will  their  attitude  of  ethnic  cleansing  or  ethnic  dilution  or  geno- 
cide, whatever  you  want  to  call  it,  vis-a-vis  the  peoples  in  'Kbet, 
will  they  conform  and  reverse  all  those  things  within  the  next  12 
months,  in  specific?  Not  reforms  in  specific,  but  the  12  months  in 
specific. 

Mr.  Liu.  I  believe  that  the  leadership  in  Beijing  wouldn't  happily 
accept  those  conditions.  And  as  soon  as  those  conditions,  you  know, 
are  offered  to  them,  there  will  be  a  severe  struggle,  fighting  be- 
tween the  leadership.  But  as  a  result,  the  wiser  faction  will  get  the 
upper  hand.  That  is  the  first  thing. 

Secondly 

Mr.  AcKERMAN.  The  wiser 

Mr.  Liu.  I  mean  the  Democratic  faction  in  the  leadership. 

Mr.  AcKERMAN.  Will  have  the  upper  hand? 

Mr.  Liu.  Yes.  And  secondly,  you  know,  you  must  not  trust  the  re- 
gime in  Beijing  too  much.  They  may,  you  know,  take  a  tactic  that 
superficially  they  accept  those  conditions,  but  in  fact  they  can  do — 
they  wouldn't,  you  know,  practice  that  fully. 

The  regime  of  the  Chinese  Communist  Party,  as  experienced  by 
myself,  is  the  most  hypocritical  regime  among  the  Communist 
countries. 

Mr.  MUNRO,  Perhaps  just  to  add  to  that  another  point,  that  your 
specific  question,  Mr.  Chairman,  was,  would  China  be  able  to  sat- 
isfy the  conditions  by  this  time  next  year,  I  think  it  is  important 
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there  to  look  at,  we  don't  know — it  seems  clear  now  that  President 
Clinton  will  attach  some  conditions,  we  don't  know  what  they  will 
be  specifically,  but  let's  say  for  example,  it  is  likely  they  will  be 
slightly  less  onerous  than  the  congressional  bills  which  we  have 
seen,  and 

Mr.  AcKERMAN,  You  are  talking  specifically  the  Pelosi  bill  at  this 
point? 

Mr.  MuNRO,  Yes,  the  Pelosi  bill,  or  Senator  Mitchell's  bill.  Those 
conditions  as  they  are  worded,  I  think,  are  mostly  prefaced  by 
"China  must  make  overall  significant  progn:*ess  towards,"  and  then 
for  example  a  list,  number  one,  releasing  detained  political  pris- 
oners and  accounting  for  political  prisoners. 

I  think  that  wording  certainly  gives  plenty  of  scope  for  the  Chi- 
nese to  go,  even  if  they  go  halfway  to  what  we  hope,  I  believe  that 
would  b^  taken  as  overall  significant  progress.  I  think  if  the  de- 
mands were  couched 

Mr.  AcKERMAN.  If  they  did  that,  would  you  grant  them  MFN  at 
the  end  of  the  year,  if  they  moved  50  percent  toward  all  of  these 
things? 

Mr.  MuNRO.  Yes,  the  50  percent 

Mr.  AcKERMAN,  Or  when  you  testify  next  year,  would  you  make 
basically  the  same  statement? 

Mr.  MuNRO.  It  would  depend  what  the  Chinese  Grovernment  has 
done  in  the  interim,  definitely.  These  are  very  vague  concepts,  50 
percent  of  overall  significant  progress.  I  think  that  is  very  hard  to 
quantify.  I  think  we  in  Asia  Watch  will  look  at  the  record 

Mr.  AcKERMAN.  If  they  are  not  quantified,  I  don't  expect  anybody 
to  really  do  it,  whether  it  be  the  administration  or  the  Congress, 
if  imposing  conditions  isn't  going  to  come  up  with  a  percentage, 
which  of  course  would  be  absolutely  immeasurable  as  far  as  our 
ability  to  measure  those  things. 

If  they  make  some  progress,  would  you  be  in  favor  of  them  re- 
ceiving MFN  at  that  time? 

Mr.  MuNRO.  Yes.  We  believe  that  this  is  consistent  with  the  ar- 
^ment  that  MFN,  the  economic  relationship  is  only  leverage  if  it 
IS  used,  and  that  MFN  with  conditionality  is  the  way  to  do  that. 
What  one  is  seeking  is  progress.  We  would  like  massive  progress. 

What  would  happen  if  there  are  no  conditions  in  MFN  is  that 
there  will  be  no  progress.  So  we  are  hoping  that  the  conditions,  for 
example,  as  in  the  Pelosi  bill,  which  I  think  are  eminently  reason- 
able, will  be  fulfilled. 

It  will  be  up  to  whoever,  whether  it  is  the  President  or  the  Con- 
gress itself,  to  evaluate  specifically  where  sufficient  progress  has 
been  made.  We  will,  I  am  sure,  give  our  opinion  of  that  at  the  time. 

Minimum  requirements,  let's  say,  for  us  would  be  substantial  re- 
lease of  political  prisoners,  I  mean  at  least  dozens.  We  would  like 
hundreds  to  be  released. 

Mr.  AcKERMAN.  But  dozens  would  be  significant? 

Mr.  MuNRO.  If  they  were — I  mean,  many  dozens.  I  mean  prob- 
ably a  hundred. 

Mr.  AcKERMAN.  A  hundred  dozen? 

Mr.  MuNRO.  No,  nearer,  when  I  sav  several  dozen,  I  mean  high 
dozens.  Somewhere  around  at  least  a  hundred,  I  think. 

Mr.  ACKERMAN.  A  hundred  people  or 
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Mr.  MUNRO.  Political  prisoners.  I  mean  significant  political  pris- 
oners, not  people  who  have  2  months  of  their  sentence  left  to  serve. 
We  want  to  see  all  long-term  political  prisoners  released  without 
exception.  There  is  no  excuse  for  the  government  to 

china's  human  rights  performance  has  worsened  since  mid- 

1980'S 

Mr.  AcKERMAN.  Let  me  ask  this  and  go  on  to  my  colleagues. 
Have  they  made  progress  in  the  last  five  or  a  dozen  years,  or  have 
they  not?  Have  they  released  dozens  or  whatever  of  political  pris- 
oners? Have  they  made  significant  advances  in  reforming  the  sys- 
tem? 

Mr.  MuNRO.  In  the  timefi-ame  you  are  making,  they  emphatically 
have  nut  made  progress. 

Mr.  AcKERMAN.  No  progress? 

Mr.  MuNRO.  No.  The  human  rights  situation  in  the  mid-1980*s 
was  much  better  than  it  is  in  China  today,  I  would  say.  Tiananmen 
was  a  massive  retrogression,  and  it  will  take  the  Chinese  Govern- 
ment enormous  measures  to  pull  itself  back  even  to  where  it  was 
in  the  mid-1980's.  There  are  more  political  prisoners  in  jail  now 
than  there  were  at  that  time,  by  far. 

Mr.  ACKERMAN.  Mr.  Smith. 

Mr.  MuNRO.  If  I  could  just  add,  if  I  may,  another  minimal  condi- 
tion we  would  seek  to  be  happening  by  this  time  next  year  would 
be  for  the  Chinese  to  have  begun  to  allow  international  humani- 
tarian organizations  such  as  the  International  Committee  of  the 
Red  Cross  to  have  regular,  sustained,  reliable  access  to  the  Chinese 
gulag. 

That  whole  system  has  to  be  opened  up  to  inspection.  It  is  the 
only  way  there  will  be  amelioration  of  conditions  for  prisoners.  It 
is  the  only  way  torture  will  be  ended. 

Mr.  AcKERMAN.  Should  that  be  a  condition? 

Mr.  MUNRO.  I  believe  it  is  a  condition.  It  certainly  should  be.  It 
is  certainly  one  we  want  to  see.  We  believe  it  is  critical  for  any 
progress  in  this  area. 

Mr.  ACKERMAN.  Mr.  Smith. 

china's  coercive  population  policies 

Mr.  Smith.  Thank  you  very  much,  Mr.  Chairman. 

I  want  to  thank  our  two  experts  for  their  fine  testimony  this 
afternoon.  I  have  a  couple  of  questions  I  would  like  to  pose.  I  think 
you  may  have  been  here  earlier,  but  earlier  in  the  week,  Secretary 
Christopher  pointed  out  that  one  of  the  conditions  under  consider- 
ation by  the  administration  was  coercive  population  control,  which 
as  we  know,  has  a  heavy  reliance  on  forced  abortion  and  forced 
sterilization. 

I  happen  to  believe  that  this  cruel  experiment  in  having  big 
brother  invade  the  bedrooms  and  the  family  life  of  every  Chinese 
family  is  not  only  antichild  but  is  antiwoman.  Most  of  the  victims 
have  been  women,  although  there  have  been  men  who  have  been 
sterilized  against  their  will,  but  most  of  the  victims  have  been 
women,  and  we  are  talking  about  millions,  tens  of  millions  of 
women  who  have  been  victimized  by  this  policy. 
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This  Congress  twice  called  it  crimes  against  humanity.  We  re- 
membered that  when  Polish  women  were  forcibly  aborted,  that  was 
construed  to  be  at  Nuremberg  a  crime  against  humanity.  It  is  veiy 
properly  named  again  as  a  crime  against  humanity,  against  Chi- 
nese families  and  women. 

Twice,  both  in  the  House  and  Senate  side,  in  1991,  the  conditions 
for  MFN  contained  a  specific  line  item  dealing  with  Presidential 
certification  that  the  Chinese  were  not  engaging  in  a  coercive  popu- 
lation program.  I  have  a  resolution  or  a  Dill,  H.R.  1991,  which 
closely  parallels  Mrs.  Pelosi's  bill  with  the  addition  of  that  line, 
which  again  was  passed  by  both  bodies  under  this  sponsorship  of 
what  one  would  consider  to  be  very  liberal  Members  of  the  Senate 
and  the  House.  Tim  Wirth,  who  is  now  a  very  high  level  counselor 
at  the  State  Department,  and  Barbara  Mikulski  and  Congressman 
Moody  over  here  on  the  House  side. 

I  raise  this  because  I  think  it  is  important  that  we  have  an  op- 
portunity in  the  house  and  Senate  to  revisit  these  issues.  It  just 
seems  to  me,  and  I  am  fearful  of  a  minimalist  policy,  I  have  nad 
conversations  with  a  lot  of  people  involved  in  this  issue,  and  it  is 
like,  we  want  to  give  them  things,  items  that  they  can  achieve  so 
that  MFN  will  continue. 

I  am  concerned  that  that  could  lead  to  a  whole  host  of  other 
human  rights  abuses  going  underfocused  upon,  and  many  other  po- 
litical prisoners,  as  Harry  Wu  mentioned  in  his  testimony,  and 
other  countries  as  well,  Romania  and  other  countries.  Right  before 
MFN  time,  there  would  be  noteworthy  political  prisoners  who  suf- 
fered and  are  allowed  out  to  create  this  window  of  goodwill  and 
they  go  right  back  to  their  repression  which  never  ceased  during 
the  course  of  that  time  anyway. 

I  would  hope  we  could  look  at  human  rights  as  being  indivisible 
and  not  a  menu  that  we  select  item  A,  B,  and  C  but  leave  out  D, 
E,  F,  and  G.  Human  rights  ou^ht  to  be  a  continuum  of  protection. 
This  issue  has  gotten  short  shnft  over  the  last  10  years.  I  have  led 
the  effort  over  the  past  10  years,  I  have  had  support  on  both  sides 
of  the  aisle.  Previous  administrations  at  least  were  in  sync  on  this 
issue. 

I  would  hope  that  the  human  rights  community,  the  Chinese  im- 
migrant community  and  the  Congress,  again,  would  insist  that  this 
be  a  condition  again  this  year,  that  it  not  fall  by  the  wayside,  when 
women  are  being  violated,  when  children  are  being  stolen  from 
them.  This  is  child  abuse,  when  children  at  the  point  of  birth  have 
formaldehyde  injected  into  their  craniums  and  that  is  used  to  de- 
stroy the  baby  right  at  birth  so  that  we  don't  have  another  notch, 
another  number  that  has  to  be  dealt  with,  it  is  child  abuse.  In 
Tibet,  it  is  an  agent  of  genocide  being  used  against  the  Tibetan 
people. 

My  wife  and  I  happen  to  have  four  children.  If  we  were  living 
in  China  today,  at  least  two  of  those  children  would  be  killed,  prob- 
ably the  third  as  well.  Although  some  families  are  able  to  have  that 
second  child,  it  is  with  great  difficulty  that  they  do  so.  But  at  least 
two  of  our  kids  would  have  been  murdered  by  tnis  regime. 

So  I  would  just  ask  you  to  use  your  good  voices  and  the  fact  that 
both  of  you  gentlemen  and  your  organization,  Mr.  Munro,  have 
been  outspoken  in  defense  of  human  rights,  try  to  get  this  human 
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rights  abuse  on  the  table.  It  should  not  be  the  orphan  of  human 
rights  considerations,  which  it  has  been  for  so  long. 

If  you  want  to  speak  to  that  issue,  I  would  appreciate  it,  because 
it  is  an  issue  that  over  the  last  2  years  has  gotten  worse.  TTie  infor- 
mation is  compelling  that,  despite  all  the  denials  we  have  had  over 
the  last>-since  1979  to  the  contrary,  in  the  last  2  years  as  well,  the 
Chinese  say  it  is  voluntary,  it  is  anything  but,  Chinese  officials.  It 
is  a  coercive  population  control  program. 

Groups  like  tne  Population  Control  Fund  have  provided  the  cover 
and  the  whitewashing  of  those  crimes.  I  would  hope  this  would  be 
elevated  so  that  never  again  would  the  family  be  so  trounced  as  it 
is  being  trounced  in  China  today.  Mr.  Liu,  if  you  want  to  speak  to 
that  or  Mr.  Munro. 

COMPLEXITIES  OF  CHINA'S  POPULATION  PROBLEM 

Mr.  Liu.  I  can  share  your  feelings  and  your  opinions  on  this 
topic,  Mr.  Smith.  But  it  seems  to  me  the  population  problem  is  a 
very,  very  complex  one.  China  is  a  very  specific  case  with  a  popu- 
lation of,  you  know,  1.3  billion.  That  is  not  only  the  problem  for 
China,  but  for  the  world,  if  you  just  look  at  the  massive  refugees, 
you  know,  coming  out  of  China  desperately. 

So  that  will  be  one  of  the  disasters,  the  failure  of  democratization 
in  China.  In  addition  to  that,  I  don't  know,  how  should  we  define 
the  limit,  what  is  the  coercion,  what  is  not?  If  that  means  that  all 
kinds  of  restrictions  on  the  growth  of  population  should  be  can- 
celed, it  seems  to  me  we  will  be  bringing  a  very  serious  con- 
sequence in  China.  Even  with — I  think  a  reasonable  restriction  on 
the  growth  of  population  still  is  necessary  for  China. 

I  am  against  the  inhuman  forced  abortions,  forced  sterilizations, 
so  widespread  in  China.  I  am  so  indignant,  as  well  as  you.  But  at 
the  same  time,  it  seems  to  me  that  the  phenomenon  of  that  is 
much  linked  with  the  mechanism  of  the  character  of  the  democratic 
regime. 

So  I  think  maybe  it  would  be  better  to  use  another  kind  of  means 
to  force  the  Chinese  regime  to  improve  that,  but  not  to  put  it  into 
conditions  of  the  MFN. 

Mr.  Smith.  Do  you  have  a  suggestion  as  to  what  other  measures 

might  be  used? 
Mr.  Liu.  First  of  all,  I  think— for  example,  the  restriction  on  the 

growth  of  population  should  be 

Mr.  Smith.  I  meant  what  measures  would  the  U.S.  Government 
consider  in  its  foreign  policy  to  affect  the  coercive  population  con- 
trol program  in  China?  What  other  levers  do  we  have? 

Mr.  Liu.  I  am  sorry,  I  still  do  not  have  a  material  thought  about 
that.  Let  me  think  a  moment  about  that. 

Mr.  Smith.  Mr.  Munro.  . 

Mr.  Munro.  This  is,  as  you  have  outlined.  Congressman  Smith 
a  very  distressing  issue.  There  is  no  doubt  in  my  mind  that  forced 
abortion,  forced  sterilization,  are  abhorrent,  and  are  extremely  seri- 
ous human  rights  abuses.  That  is  absolutely  clear.  And  we  would 
oppose  that  at  every  opportunity.  . 

I  think  I  would  echo  Mr.  Liu's  view  in  one  sense,  which  is  to— 
I  think  a  distinction  needs  to  be  made  between  a  realistic  acknowl- 
edgment of  China's  population  problem  on  the  one  hand,  and  on 
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the  other  hand  what  is  a  totally  unacceptable  means  to  seek  to 
solve  that  problem. 

And  there  is  no  doubt,  I  mean,  independent  population  studies 
have — ^by  Western  agencies  have  made  quite  clear  by  academic 
studies  that  if  China  had  continued  to  follow  Chairman  Mao's  pop- 
ulation policy,  which  was  basically  don't  practice  birth  control  be- 
cause the  more  Chinese  the  better,  you  know,  he  just  thought  this 
was  China's  gpreatest  asset,  was  this  huge  population. 

And  so  for  decades,  the  population,  no  attempt  was  made  to  in- 
troduce family  planning  or  contraception  or  any  of  these  ap- 
proaches. Now,  China's  population  more  than  doubled  since  1949. 
Population  predictions  show  that  if  nothing  is  done  about  that — the 
country  is  sustaining  about  a  fifth  of  the  world's  population  on 
something  like,  was  it  8  percent  of  the  arable  land?  ^^^ich  is  totally 
disproportionate — if  the  population  continued  unchecked,  you 
would  have,  it  has  been  shown,  mass  famine  by  the  middle  of  the 
next  century. 

So  I  think  this  speaks  to  the  concerns  that  Liu  Binyan  was  ex- 
pressing. So  one  I  think  has  to  accept  that  the  government  has  to 
do  something  about  it.  So  we  would  want  to  not  wrap  that,  what 
I  think  is  a  realistic  need,  up  into  the  issue  of — or  not  equate  that 
effort  with  what  are  appalling  abuses  of  the  way  it  is  carried  out. 

I  think  the  Chinese  should  be  in  no  doubt  tnat  if  they  are  to 
apply  family  control  policies,  family  planning  policies,  those  kinds 
of  means  are  totally  unacceptable.  They  are  flagrant  human  rights 
abuses,  forced  abortion,  forced  sterilization — ^is  a  grotesque  way  to 
implement  population  control. 

In  Asia  Watch,  we  have  not  carried  out  independent  research  on 
this  subject.  Our  resources  are  stretched  to  the  limit  with  what  we 
do  already  in  terms  of  Tiananmen  caseload,  religious  prisoners,  tor- 
ture, the  gulag,  all  this  stuff.  We  can  only  do  so  much.  We  are  ap- 
f pointing  a  staff  person  to  specifically  address  this  kind  of  issue,  vio- 
ence  against  women,  trafficking  in  women,  forced  abortion,  forced 
sterilization.  So  we  will  be  getting  an  independent  study  of  that  by 
us  starting  up  in  a  month  or  so,  which  we  are  very  pleased  about, 
because  we  think  it  is  a  crucial  issue. 

On  the  question  of  conditionality  and  whether  it  should  be  added, 
as  an  organization  we  have  recommended,  and  perhaps  I  could  just 
go  back  for  a  second  to  Congressman  Ackerman's  question  as  to 
what  I  would  like  to  see  in  terms  of  human  rights  concessions.  I 
would  refer  to  my  written  statement,  where  we  have  spelled  out 
five,  what  we  think  are  minimal  conditions  that  should  have  to  be 
met  by  China  by  this  time  next  year  if  MFN  is  to  be  extended. 

A  release  of  substantial  numbers  of  political  prisoners,  full  ac- 
counting details  on  their  legal  status,  places  of  detention,  et  cetera, 
number  one.  Number  two,  confidential,  regular  access  to  Chinese 
jails  eind  prisons. 

Mr.  AcKERMAN.  We  have  your  complete  statement.  Without  ob- 
jection, the  complete  statements  of  both  of  you  will  be  included  in 
the  record. 

Mr.  MuNRO.  These  are  the  human  rights  conditions  that  we  have 
recommended  based  on  our  research  and  independent  information. 

Mr.  Smith.  Those  conditions  that  you  have  recommended  cer- 
tfdnly  track  your  mandate.  I  would  hope  that  Asia  Watch  would 
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not  in  any  way  throw  its  considerable  weight  against  a  provision 
that  would  try  to  end,  if  not  just  mitigate,  the  occurrences  of  what 
you  yourself  call  grotesque  practices  that  you  say  are  unacceptable. 

There  are  so  few  levers  available  to  us  to  try  and  impact  upon 
the  Chinese  policy  of  forced  abortion  and  forced  sterilization.  One 
is  to  condition  funds  to  organizations  like  the  UNFPA.  Regrettably 
the  administration  is  looking  to  give  that  money  to  the  UNFPA,  so 
that  may  be  gone.  I  am  not  offering  something  without  precedent. 

When  Ms.  Mikulski  and  others  offered  it  last  time,  it  was  passed. 
Nancy  Johnson  on  our  side  as  well,  it  was  passed  unanimously,  or 
close  to  it,  if  my  memory  is  correct.  My  sense  is  that  these  are 
gross  violations  of  human  rights,  we  need  to  have  them  on  the 
table. 

Mr.  MuNRO.  As  I  say,  we  will  be  doing  our  own  research  on  this 
and  we  will  be  developing  policies. 

Mr.  Smith.  But  Asia  Watch  is  not  against  adding  this  as  a  condi- 
tion? 

Mr.  MuNRO.  We  put  forward  the  position  we  advocate,  and  if  oth- 
ers such  as  yourself  wish  to  put  forth  others,  obviously  that  is  your 
prerogative.  What  I  would  stress  again,  though,  is  that  what  we 
would  not  like  to  see,  I  think,  is  for  the — what  I  have  tried  to  out- 
line is  I  think  the  legitimate  effort  to  restrict  population  growth, 
to  be 

Mr.  Smith.  We  are  talking  about  forced  abortions,  forced  steri- 
lization. Voluntary  family  planning  is  not  even  at  issue  here.  We 
are  talking  about  coercive  measures. 

Mr.  MuNRO.  Absolutely,  as  long  as  the  raising  of  that  as  a  condi- 
tion, opposing  forced  abortion,  was  not  also  used  to  deny  or  chal- 
lenge the  need  for  the  government  to  address  these  otner  legiti- 
mate issues.  But  certainly,  no  question,  these  are  abominable  prac- 
tices. 

Mr.  ACKERMAN.  Thank  you,  Mr.  Smith.  Let  me  just  say,  Mr. 
Smith,  that  there  are — ^before  you  leave,  Mr.  Smith — we  have  5 
minutes  about—just  before  you  leave,  let  me  just  say  that  many  of 
us,  despite  our  differences  of  opinion  on  parts  of  the  issue  that  you 
iust  addressed,  certainly  admire  your  eloquence  and  passion  and 
beliefs  on  the  issue  of  family  planning  and  birth  control,  although 
we  may  have  differences  of  opinion  on  exactly  which  trimester  or 
philosophically  where  life  does  indeed  begin. 

And  we  admire  you  for  your  tenacity  in  this  area.  Certainly  we 
who  may  share  a  different  view  than  you  on  part  of  this  issue 
would  agree  with  you  that  it  is  not  only  the  grossest  violation  of 
human  rights  for  a  government  to  engage  in  these  kinds  of  policies, 
but  indeed  if  at  the  moment  of  conception,  as  you  do  ably  point  out, 
there  is  a  government  policy  of  injecting  into  the  craniums  of  newly 
born  children,  something  that  would  kill  them,  it  is  not  only  a  vio- 
lation of  human  rights,  it  is  the  grossest  of  all  violations,  and  it  is 
indeed  murder. 

Just  before  I  dismiss  this  very  capable  panel,  let  me  just  quote 
for  one  second,  and  then  we  do  have  another  panel,  and  we  have 
to  get  down  for  a  vote  real  quick,  but  in  the  February  1993,  the 
report  on  human  rights  practices  for  1992,  which  was  submitted  to 
our  full  committee  by  the  Department  of  State,  I  will  just  quote  you 
one  sentence  on  the  more  positive  side.  "Dissidents  in  Beijing  esti- 
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mated  that  by  mid- 1992,"  this  is  from  the  dissidents,  "some  70  to 
80  percent  of  those  detained  in  that  city  for  involvement  of  the 
1989  democracy  demonstration  will  be  released." 

It  is  abhorrent  to  any  of  us  that  even  one  person,  even  one  per- 
son be  detained  or  is  yet  detained.  But  I  think  most  would  agree 
that  some  progress,  if  not  significant,  at  least  some  progpress  is 
made  when  70  to  80  percent  are  released. 

I  thank  the  panel  very  much.  You  have  added  much  to  this  hear- 
ing. We  will  adjourn  temporarily  to  make  a  quick  vote  and  we  will 
come  back  as  quickly  as  we  can.  Thank  you. 

PROLIFERATION  CONCERNS 

Mr.  AcKERMAN.  The  subcommittee  will  come  back  to  order.  Let 
me  thank  our  final  panel  for  their  very  patient  indulgence  of  the 
length  of  this  committee  deliberation.  You  can  appreciate  better 
than  most  people  the  complexities  of  these  issues.  And  we  certainly 
would  like  to  spend  some  time  listening  to  your  thoughts  and  rais- 
ing a  few  questions  with  you. 

We  have  joining  us  for  this  panel  Gary  Milhollin,  the  director  of 
the  Wisconsin  Project  on  Nuclear  Arms  Control,  and  Thomas  W. 
Robinson,  the  President  of  American  Asian  Research  Enterprises. 

Welcome  to  both  of  you.  Do  you  have  an  order  of  preference?  Mr. 
Milhollin?  Your  entire  testimony  will  be  made  a  part  of  the  official 
record.  You  may  proceed  in  whatever  manner  you  wish. 

STATEMENTS  OF  GARY  MILHOLLIN,  DIRECTOR,  THE 
WISCONSIN  PROJECT  ON  NUCLEAR  ARMS  CONTROL 

Mr.  Milhollin.  I  will  just  summarize  my  remarks. 

I  do  have  a  report  which  we  prepared  2  years  ago  on  China's  ex- 
port behavior.  It  lists  China's  exports  of  technology  useful  for  mak- 
ing weapons  of  mass  destruction  to  developing  countries.  It  also 
lists  China's  promises  not  to  make  those  exports.  I  offer  this  for  in- 
clusion in  the  record. 

Mr.  AcKERMAN.  Without  objection. 

[The  report  appears  in  the  appendix.] 

Mr.  Milhollin.  I  think  after  listening  to  the  testimony  this 
morning  on  human  rights  and  other  matters,  we  should  keep  in 
mind  that  the  proliferation  of  weapons  of  mass  destruction  is  also 
a  human  rights  issue.  People  would  live  under  the  threat  of  nuclear 
attack  or  who  are  actually  subjected  to  nuclear  attack  are  deprived 
of  their  human  rights  in  a  very  fundamental  way. 

And  if  proliferation  of  these  weapons  actually  results  in  a  re- 
gional nuclear  war  or  a  terrorist  bomb  in  the  United  States,  we  will 
be  talking  about  the  human  rights  of  Americans,  not  foreigners. 
American  soldiers  and  American  civilians  are  directly  threatened 
by  the  proliferation  of  weapons  of  mass  destruction. 

China  is  now  the  leading  supplier  of  nuclear  weapons  and  ballis- 
tic missile  technology  to  the  developing  world.  During  the  1980's 
and  1990' s,  China  supplied  billions  of  dollars'  worth  of  nuclear  and 
missile  technology  to  South  Asia,  South  Africa,  South  America  and 
the  Middle  East.  It  did  so  over  U.S.  protests,  and  despite  repeated 
promises  to  stop,  these  exports  are  still  going  on  today.  And  while 
they  do,  they  make  it  virtually  impossible  for  the  tfnited  States 
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and  the  West  to  halt  the  spread  of  weapons  of  mass  destruction, 
which  is  a  trend  that  threatens  everyone  in  the  world. 

CHINA  AND  NORTH  KOREA 

I  am  just  going  to  briefly  mention  the  countries  in  the  world  that 
now  seem  to  be  receiving  Chinese  exports,  and  describe  the  risks 
that  these  exports  raise.  First,  North  Korea.  Right  now,  the  whole 
world  is  trying  get  North  Korea  to  try  to  give  up  its  nuclear  weap- 
on program.  Cnma,  everyone  agrees,  is  the  key  to  this  effort.  China 
holds  tremendous  sway  over  North  Korea.  We  have  heard  previous 
witnesses  talk  about  tnat. 

So  far,  China  has  not  helped  turn  North  Korea  away  from  nu- 
clear weapons. 

On  April  2,  the  International  Atomic  Energy  Agency  voted  to 
refer  North  Korea's  violation  of  the  nonproliferation  treaty  to  the 
U.S.  Security  Council.  China  voted  against  it.  China  also  warned 
it  would  oppose  Security  Council  sanctions  against  North  Korea  if 
the  matter  came  to  a  vote.  What  this  amounts  to  really  is  threaten- 
ing to  use  a  veto  in  order  to  shield  North  Korea's  nuclear  weapon 
program. 

In  recent  days,  there  has  been  hope,  I  guess,  there  has  been 
some  hope  that  China  maybe  now  exercising  a  more  benign  influ- 
ence on  North  Korea,  but  I  think  the  verdict  is  still  out.  Up  to  now, 
China  has  been  a  roadblock  in  dealing  with  the  North  Korean 
bomb  program. 

And  I  tnink  that  North  Korea  can  be  turned  back  if  China  co- 
operates. 

Mr.  ACKERMAN.  Did  you  say  China  was  a  roadblock?  I  am  sorry. 

Mr.  MiLHOLLESf.  Has  been  a  roadblock,  I  think,  to  the  solving  of 
the  North  Korean  bomb  problem.  Recently,  I  think  the  Chinese  ac- 
tivities have  resulted  in  drawing  this  question  out  longer  than  it 
should  have  been  drawn  out,  and  also  in  preventing  the  world  from 
moving  quickly  toward  sanctions.  I  think  that  now  the  Chinese 
may  be  cooperating  more,  but  as  I  said,  the  verdict  is  still  out. 

SALES  OF  BALLISTIC  MISSILES  AND  NUCLEAR  TECHNOLOGY 

Second,  Pakistan.  There  have  been  a  stream  of  recent  news  re- 
ports to  the  effect  that  China  is  delivering  M-11  missiles  to  Paki- 
stan. The  M-11  flies— the  M-11  is  right  at  the  limit,  actually  I 
think  it  exceeds  the  limit  imposed  by  the  missile  technology  control 
regime.  The  Chinese  have  agreed  to  abide  by  this  regime  and  not 
sell  this  sort  of  missile  to  countries  like  Pakistan.  What  we  see  is 
China  basically  breaking  its  word. 

Syria.  In  1989,  the  Chinese  agreed  to  sell  Syria  a  missile  that 
goes  about  twice  as  far  as  the  M-11.  Both  missiles  are  nuclear  ca- 
pable. China  seems  to  have  not  gone  through  with  its  deal  to  sell 
the  finished  missiles  to  Syria  but  instead  China  seems  to  be  selling 
the  means  to  make  the  missiles  and  possibly  components  for  the 
missiles. 

Iran.  The  Western  world  has  tacitly  agreed  not  to  move  Iran's 
nuclear  capability  forward.  The  Germans,  for  example,  have  agreed 
not  to  complete  a  couple  of  power  reactors  in  Iran  that  were  begun 
some  years  ago.  China,  in  September  of  1992,  agreed  to  sell  a  300 
megawatt  power  reactor  to  Iran,  and  has  already  considered  selling 
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a  25  to  30  megawatt  research  reactor.  Each  of  these  reactors  would 
give  Iran  its  first  access  to  nuclear  weapon  material,  and  move 
Iran  down  the  road  toward  nuclear  weapon  capability. 

Algeria.  In  the  mid-1980's,  China  agreed  to  secretly  build  a  nu- 
clear reactor  in  Algeria.  The  United  States  nevertheless  revealed  it 
in  1991.  The  reactor  is  at  a  remote  location,  it  has  no  electric  power 
lines,  it  is  too  small  to  be  plausible  for  electricity,  and  too  large  to 
be  necessary  for  research. 

At  its  announced  power  of  15  megawatts,  it  could  make  enough 
Plutonium  for  about  two  A-bombs  every  3  years.  It  is  also  possible 
that  the  reactor  could  be  scaled  up,  which  would  make  it  capable 
of  producing  even  more  plutonium. 

All  these  things  are  goin^  on  now.  In  the  past,  we  have  seen  Chi- 
nese export  behavior  that  is  even  worse.  I  think  the  most  flagfrant 
example  was  in  1983,  when  the  U.S.  intelligence  discovered  that 
China  had  actually  given  Pakistan  the  design  of  a  tested  nuclear 
weapon. 

In  1992,  U.S.  officials  confirmed  that  China  had  also  given  Paki- 
stan enough  weapon  grade  uranium  to  fuel  one  or  two  bombs,  I 
might  say  that  this  bomb  design  seems  to  have  entered  into  the 
commerce  among  nuclear  suppliers  in  the  Third  World.  Our  offi- 
cials tell  me  that  the  Iraqis  started  with  this  same  bomb  design  in 
their  program. 

And  I  think  it  is  reasonable  to  expect  that  the  Iranians  also  have 
access  to  this  design. 

We,  the  United  States,  complained  about  this  activity.  But  it 
didn't  help.  China  continued  to  help  Pakistan.  In  1986,  according 
to  West  German  officials,  China  sold  Pakistan  tritium.  Tritium  can 
be  used  to  boost  the  yield  of  first  generation  fission  bombs,  and  I 
think  it  is  reasonable  to  expect  that  Pakistan  has  used  the  tritium 
for  that  purpose. 

At  about  the  same  time,  China  was  also  helping  India.  China 
sold  India  nuclear  material  that  India  needed  to  escape  Western 
export  controls,  and  begin  for  the  first  time  to  build  a  nuclear  arse- 
nal. 

Chinese  sales  continued  until  1987,  and  the  result  was  that  India 
can  now  run  free  of  controls  a  number  of  reactors  which  are  mak- 
ing enough  plutonium  for  several  atomic  bombs  per  year. 

In  South  America,  China  supplied  under  the  table  nuclear  mate- 
rials to  both  Argentina  and  Brazil  during  the  1980's,  and  also 
gave — is  apparently  still  giving — Brazil  important  help  with  long- 
range  missile  technology. 

The  list  just  goes  on  and  on.  Today,  the  longest  range  missile  in 
the  hands  of  the  Arab  countries  was  sold  by  China.  Saudi  Arabia 
has  the  CSS-2,  which  is  useless  as  a  conventional  weapon  because 
it  is  not  accurate,  but  is  a  real  threat  when  you  put  a  nuclear  war- 
head on  the  top.  You  have  to  ask  yourself  what  the  Chinese  had 
in  mind  had  they  made  this  sale. 

CORRECTIVE  MEASURES 

So  far,  American  attempts  to  stop  Chinese  exports  have  failed. 
We  have — ^Americans  have  complained  and  then  done  nothing 
when  our  complaints  were  ignored.  There  is  a  saying  that  you  don't 
change  a  winning  game.  But  you  do  change  a  losing  game.  And  a 
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losing  game  is  what  we  have  had  with  China  concerning  its  ex- 
ports. 

So  how  do  we  change  this  game?  I  think  we  have  to  recognize 
why  China  is  making  these  exports.  China  thinks  it  has  more  to 
gain  from  making  them  than  it  has  to  lose.  And  the  best  way— and 
Die  only  way  I  can  see — to  convince  China  to  change  its  mind  is 
to  reverse  that.  We  have  to  convince  the  Chinese  that  they  have 
more  to  lose  from  making  the  exports  than  they  have  to  gain. 

One  way  to  do  that  is  to  put  their  trade  with  the  United  States 
into  the  balance.  What  China  is  making  from  these  sales  to  the 
Third  World  of  nuclear  and  missile  technology  is  only  a  fraction  of 
its  U.S.  market.  If  the  Chinese  are  forced  to  choose  between  one 
and  the  other,  it  seems  logical  to  me  that  they  will  prefer  to  trade 
with  us  rather  than  to  trade  with  developing  countries  that  want 
to  make  missiles  and  nuclear  weapons. 

I  recommend  that  China's  MFN  status  be  removed  unless  China 
does  four  things.  First,  joins  the  missile  technology  control  regime 
as  a  full  member  and  publicly  renounces  and  halts  its  sales  of  M- 
11  and  M-9  missiles. 

China  should  also  renounce  and  halt  the  sale  of  any  components, 
materials,  or  manufacturing  equipment  useful  for  making  missiles 
covered  by  the  international  regime. 

Second,  China  should  cancel  its  reactor  sales  to  Iran,  and  it 
should  scale  back  the  reactor  being  sold  to  Algeria,  to  such  an  ex- 
tent that  we  can  ensure  that  its  power  cannot  be  increased. 

Third,  China  should  join  the  nuclear  suppliers  group,  which  is  a 
group  of  countries  that  structure  their  nuclear  sales  in  such  a  way 
as  to  reduce  the  risk  of  proliferation.  This  would  help  stem  the  flow 
of  sensitive  exports  to  Iran. 

Four,  China  must  support  sanctions  against  North  Korea  in  the 
United  Nations  Security  Council  if  North  Korea  does  not  abandon 
its  nuclear  weapon  prog^ram. 

I  think  this  last  requirement  that  I  am  suggesting  is  very  impor- 
tant. If  China  is  not  willing  to  stand  with  the  rest  of  the  world  to 
block  a  very  dangerous,  unpredictable  and  frightening  North  Ko- 
rean A-bomb  program,  then  China  is  reallv  saying  that  it  is  not 
going  to  live  up  to  obligations — that  it  is  willing,  really,  to  sacrifice 
the  security  of  the  world  in  order  to  achieve  whatever  it  thinks  is 
its  short-term  regional  political  objective. 

This  is,  in  my  opinion  unacceptable,  and  China  should  either  join 
up  or  take  the  consequences. 

Thank  you  very  much. 

Mr.  ACKERMAN.  Thank  you. 

[The  prepared  statement  of  Mr.  Milhollin  appears  in  the  appen- 
dix.] 

Mr.  Robinson. 

STATEMENT  OF  THOMAS  W.  ROBINSON,  PRESIDENT, 
AMERICAN  ASIAN  RESEARCH  ENTERPRISES 

Mr.  Robinson.  Thank  you,  Mr.  Chairman.  My  perception  of  my 
presence  at  this  hearing  is  that  I  have  been  asked  to  serve  as  a 
kind  of  cleanup  hitter  in  regard  to  the  various  issues  we  have  been 
talking  about  during  the  day.  I  do  not  come  at  it  from  a  particular 
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point  of  view,  although  I  have  strong  opinions  on  all  the  subjects 
we  are  talking  about. 

The  remarks  that  I  will  present  verbally  are  not  a  summary  of 
my  prepared  remarks,  but  stand  at  the  base  of  those  remarks  and 
are  an  attempt  to  be  somewhat  more  general. 

I  will  devote  most  of  my  time  to  tne  generalities,  as  I  perceive 
them,  in  Sino-American  relations,  and  a  little  at  the  end,  as  per  the 
request  of  the  committee,  to  the  ballistic  missile  question. 

THE  EVOLUTION  OF  U.S.-CHINESE  RELATIONS 

The  downward  slide  in  American-Chinese  relations  began  even 
before  Tiananmen  and  continues  to  this  day.  There  are  many  sub- 
stantive issues.  The  two  countries  are  being  pushed  apart  and 
there  is  an  atmosphere  of  continuing  crisis.  Unless  decisionmakers 
in  America  and  China  grapple  immediately  with  it,  each  will  soon 
regard  the  other  as  an  implacable  opponent. 

To  understand  what  options  the  United  States  has,  we  need  to 
inspect  the  history  of  Sino-American  relations,  understand  relevant 
post-cold  war  trends  and  forces,  and  finally  determine  what  domes- 
tic factors  in  both  countries  drive  their  toreign  policies  regarding 
each  other. 

Historically,  this  relationship  has  had  commercial,  security,  and 
moral  components.  As  we  are  all  aware,  economic  ties  between  the 
two  nations  extend  back  more  than  200  years.  Security  concerns 
date  back  to  the  Open  Door  Notes  of  1898,  and  the  ethical  compo- 
nent emerged  as  early  as  the  1850's  with  the  American  missionary 
movement. 

The  content  of  these  three  aspects  of  American  policy  toward 
China  has  varied,  but  America's  policy  as  a  whole  always  expressed 
itself  in  terms  of  developments  within,  and  interactions  between, 
these  three  components.  This  has  also  been  the  case  after  the  Chi- 
nese Communists  came  to  power  in  1949.  In  the  1950's  and  1960's, 
Washington's  policy  emphasized  opposition  to  the  Chinese  Govern- 
ment and  subordinations  of  our  economic  policy  to  security  consid- 
erations. The  result  was  a  policy  of  isolating  Cnina  from  participa- 
tion in  regional  and  global  affairs. 

This  adversarial  stance  changed  radically  at  the  end  of  the 
1960's,  when  parallel  anti-Soviet  security  needs  pulled  Washington 
and  Beijing  together  and  kept  them  relatively  close  during  the 
1970's  and  the  early  1980's;  each  used  the  other  for  its  own  na- 
tional security  purposes.  The  moral  components  took  a  back  seat. 
Economic  relations  slowly  emerged  only  after  1972,  a  trend  that 
was  greatly  accentuated  by  the  post-Mao  Chinese  economic  reforms 
and  the  American  rediscovery  of  the  Chinese  market. 

All  this  was  upset  by  the  Tiananmen  incident  of  1989,  which 
brought  the  moral  component  not  only  back  into  full  view  but  also 
into  priority  consideration.  No  American  policy  toward  China  since 
then  has  been  able  to  exclude  this  component. 

The  events  of  the  last  several  years,  beginning  with  Tiananmen, 
form  the  second  set  of  factors  that  we  need  to  understand  when 
talking  about  Sino-American  relations  today.  We  live  in  a  post-cold 
war,  near  post-Communist  world.  This,  together  with  the  extrapo- 
lation of  the  political  consequences  of  continued  successful 
marketization  in  China  have  caused  many  observers  to  conclude 
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that  Chinese-style  Leninism  as  well  as  Marxism  will  soon  be  re- 
placed by  democracy. 

If  so,  this  reasoning  continues,  there  is  no  need  to  compromise 
with  the  Beijing  regime,  since  soon  it  will  be  replaced  by  a  govern- 
ment much  more  willing  to  pursue  policies  that  are  more  congruent 
with  those  of  the  United  States. 

So  long  as  the  American  security  concerns  vis-a-vis  China  are  not 
paramount,  such  a  "human  rights  first"  policy  does  stand  a  reason- 
able chance  of  success.  But  in  the  interim,  which  could  be  decades, 
not  months  or  a  few  years,  it  might  guarantee  continued  and  per- 
haps mounting  difficulties  in  American-Chinese  relations. 

Moreover,  increasingly  tense  economic  relations  between  the  two 
countries  may  drive  the  two  capitals  further  apart.  But  the  Beijing 
regime  will  have  to  be  dealt  with  directly,  however,  in  any  case,  on 
purely  economic  ground,  as  we  are  all  aware.  And  it  has  to  be  dealt 
with  more  severely,  given  such  emphasis  on  the  human  rights  com- 
ponent of  our  policy  as  it  should  be.  That  means  American  opposi- 
tion to  the  regime's  very  character,  relegation  of  security  questions 
to  third  place,  use  of  economic  policy  for  moral  purposes. 

There  are  five  post-cold  war  global  trends  and  forces  that  equally 
affect  both  countries.  We  are  all  aware  of  the  character  of  these 
forces.  They  are:  multipolarity;  the  triple  global  revolution  of  de- 
mocratization, marketization,  and  interdependence;  the  primacy  of 
economic  problems,  including  in  the  United  States;  the  rise  of  tech- 
nology as  a  factor  in  international  relations;  and  the  emergence  of 
global  issues,  especially  the  environment. 

These  forces  impinge  directly  on  Sino-American  relations.  With 
no  security  system  in  Asia  and  none  likely  to  emerge  in  the  next 
few  years,  America  and  China  must  take  care  that  the  present  vol- 
atility in  their  bilateral  relations  does  not  get  out  of  hand.  There 
are  chance  events,  snap  crises,  or  massive  breakdowns  of  national 
order  in  some  places  in  Asia  that  could  tempt  or  necessitate  foreign 
intervention,  including  Chinese  intervention.  Any  one  of  those 
could  quickly  propel  the  bilateral  relationship  that  we  have  with 
China,  such  as  it  is  today,  even  further  downward  or  in  unwanted 
directions.  Asia  could  break  down,  in  fact,  into  a  balance  of  power 
alliance  system,  with  America  and  China  on  opposing  sides,  instead 
of  moving  ahead,  as  it  should,  to  construct  a  new  regional  inter- 
national security  system. 

While  democratization,  marketization,  and  interdependence  will 
surely  transform  China  in  ways  favorable  to  the  United  States,  the 
timen-ames  for  such  changes  could  be  long.  And  if  so,  an  American 
policy  toward  China  that  merely  waits  for  those  changes  to  take 
hold  will  surely  fail  in  the  interim. 

On  the  other  hand,  the  propensity  of  both  countries  to  con- 
centrate on  domestic  concerns  strongly  augers  for  improved  rela- 
tions, as  do  the  emphases  on  interdependence,  marketization,  tech- 
nological growth,  and  global  issues.  The  emergence  of  global  issues 
also  supplies  much  needed  reasons  for  compromising  these  out- 
standing bilateral  issues.  There  could  even  be  a  mutual  effort  to 
solve  differences  concerning  human  rights,  so  long  as  both  coun- 
tries could  agree,  even  if  only  generally,  on  what  constitutes  such 
rights.  The  obvious  compromise,  admittedly  difficult  to  achieve, 
would  be  for  Beijing  to  admit  that  the  Chinese  people  do  have  in- 
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alienable  political  rights  and  for  America  to  admit  that  economic 
rights  are  as  important  as  political  rights. 

The  third  aspect  of  American-Chinese  relations  emerges  once  we 
step  inside  each  country.  In  China,  the  choice  between  continued 
market-oriented  economic  reforms  and  backsliding  to  social  plan- 
ning has  been  made  with  seeming  finality  in  favor  of  reforms.  How 
fast  the  victorious  forces  of  reform  will  move  remains  to  be  seen. 
However,  the  prospect  is  good  for  continued  development  of  an  eco- 
nomically strong  China,  one  that  is,  in  foreign  policy  terms,  active 
and  confident.  Barring  population  or  environmental  or  political  dis- 
aster, some  or  all  which  of  could  occur,  China  will  never  again  be 
a  weak  country.  It  is  becoming  in  fact  a  global  power,  eventually 
a  superpower.  That  means  that  China  is  discovering  a  plethora  of 
new  interests  that  go  along  with  its  new  power.  It  is  already  de- 
manding that  both  Asia  and  the  rest  of  the  globe  accept  its  en- 
hanced status.  Henceforth,  Washington  cannot  always — or  only 
with  increasing  difficulty  and  constantly  rising  cost — ^have  its  way 
with  China.  The  danger  for  America  is  that  we  will  continue  to  as- 
sume that  any  confrontation  between  our  two  countries  will  be  won 
by  the  United  States.  That  is  no  longer  necessarily  true. 

The  central  thrust  of  the  Clinton  administration's  policy  is  re- 
newed emphasis  on  domestic  problems.  We  are  all  aware  that  in 
the  long  run  that  means  America  may  well  emerge  with  renewed 
vigor,  authority,  power,  confidence,  and  leadership  capabilities.  But 
in  the  short  to  medium  term,  the  danger  is  that,  while  devoting 
most  of  our  energies  to  pressing  domestic  problems,  the  United 
States  will  become  too  inwardly  looking  and  deliberately  retreat 
fi-om  Asian  and  global  affairs.  This  could  make  Washington  ill-pre- 
pared for  the  next  international  crisis,  unwilling  to  grapple  with 
international  issues,  unable  to  compromise  with  other  nations,  and 
comparatively  uninterested  in  applying  its  prestige  and  power  to 
international  crises  and  questions.  Such  inadequacies,  when  com- 
bined with  the  expansion  of  Chinese  power,  could  lead  to  a  mutu- 
ally imwanted  and  unsought  confrontation  with  Beijing.  America 
could  find  itself  even  occasionally  bettered  by  China.  It  might  also 
discover  that  Chinese  support  in  international  crises  could  not  be 
taken  for  granted  and  that  problems  with  Beijing  could  only  be 
solved  by  escalation  to  higher  diplomatic  and  even  military  levels. 

POLICY  OPTIONS 

There  are  now  three  choices,  as  I  see  them,  for  American  policy 
in  the  future  with  regard  to  China.  First,  America  can  treat  China 
as  a  partner  or  attempt  to  treat  China  as  a  partner,  emphasizing 
elements  of  commonality,  especially  in  trade  and  security;  offering 
to  compromise  wherever  possible  for  the  sake  of  good  overall  rela- 
tions; and  remaining  patient  with  Beijing  without  discarding  firmly 
held  American  principles  such  as  human  rights. 

Second,  America  could  emphasize  the  negative  aspects  of  our  re- 
lationship with  China,  making  that  country  its  prospective  or  ac- 
tual opponent.  This  would  surely  lead  to  a  series  of  confrontations 
that  would  lead  both  countries  to  regard  each  other  as  enemies. 
Then  there  would  be  no  possibility  of  constructing  an  Asian  or  glob- 
al security  system. 
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The  third  alternative  is  a  more  normal,  ordinary  relationship. 
China  would  have  no  more  policy  claim  on  the  United  States  in 
this  regard  than  would  be  its  due  as  a  rising,  relatively  important 
state.  Problems  would  occur,  to  be  sure.  The  two  nations  would 
strive,  however,  to  find  new  bases  for  their  relations:  economic  de- 
velopment as  a  good  in  itself;  common  concern  for  environmental 
issues;  and  a  search  for  a  new  framework  for  regional  security  and 
relations  that  would  bind  the  two  powers.  There  would  be  many 
ups  and  downs,  but  the  downward  spiral  as  we  have  seen  over  the 
last  few  years  would  stop.  Both  countries  would  decide  deliberately 
to  downgrade  the  emotional  content  of  their  attitudes  toward  each 
other  and  each  would,  as  it  were,  have  to  take  its  turn  in  the  cap- 
itals of  the  other  country. 

Such  an  ordinary  relationship  is  an  attractive  one.  But  it  ne- 
glects a  critical  dimension,  which  is  China's  rapidly  growing  power, 
that  already  affects  that  relationship.  Growing  Chinese  power  can 
be  ignored  for  a  few  years  more,  but  eventually  China  will  project 
its  power  even  more  and  in  every  regard.  Always,  when  a  new 
power  knocks  on  the  door  of  the  international  system,  the  other 
older  states  tend  to  react  negatively,  and  so  it  may  be  also  with 
China. 

For  the  next  few  years,  therefore,  Washington  will  have  to  con- 
tinue to  regard  its  relations  with  China  as  special,  swinging  be- 
tween the  extremities  of  enmity  and  amity.  But  I  v/onder  if  there 
is  not  a  fourth  alternative  policy  for  the  United  States,  one  that  in- 
cludes aspects  of  the  other  three,  and  holds  a  chance  of  converting 
this  two  century  old  relationship  to  something  more  stable.  Such  a 
composite  policy  would  include  two  general  if  somewhat  contradic- 
tory aspects.  On  the  one  hand,  the  United  States  would  take  out 
insurance  against  a  too  rapidly  strengthening  China  by  improving 
our  ties  with  all  of  the  nations  around  China.  That  should  be  done 
anyway,  but  it  would  also  warn  China  that  it  cannot  deal  with  its 
neighbors  as  it  wishes  and  would  provide  the  regional  wherewithal 
in  the  extreme  case  that  Chinese  power  needed  military  contain- 
ment. 

Beijing  would  have  a  choice,  in  other  words,  to  participate  in 
solving  current  international  problems  and  in  constructing  new, 
more  orderly  regional  and  economic  security  systems,  or  China 
would  have  to  go  it  alone  and  find  the  region  arrayed  against  it  in 
a  powerful  coalition  led  by  the  United  States.  On  the  other  hand, 
Washington  would  seek  to  avoid  emotional  confrontation  with 
Beijing,  would  gird  for  the  long  run  with  regard  to  China,  and  en- 
courage wherever  possible  the  democratization  of  Chinese  society. 
Tensions  would  subside  and  the  possibility  of  conflict  would  cor- 
respondingly decline.  The  road  ahead  for  relations  will  continue  to 
be  rocky.  An  American  policy  that  works  with  China,  that  guards 
against  Chinese  excesses,  but  knows  that  time  is  on  the  side  of  de- 
mocratization in  China,  could  help  refashion  the  relationship.  And 
it  could  help  stop  the  downward  slide  that,  if  not  successfully  ad- 
dressed, could  lead  to  disaster. 
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MISSILE  SALES  TO  PAKISTAN 


Having  said  that,  let  me  turn  very  briefly  to  the  question  of  Chi- 
nese missile  exports.  I  confine  my  remarks  to  the  Pakistani  case, 
although  I  would  be  glad  to  address  the  more  general  issue. 

If  you  want  to  understand  what  is  going  on  and  if  the  facts  that 
have  been  made  clear  or  made  public  in  the  newspapers  are  true, 
then  we  have  to  understand  what  the  Chinese  motivations  are. 
There  are  several.  First,  the  Chinese  presume  that  missile  exports, 
and  military  technology  assistance  to  Pakistan  is  their  ticket  to 
participation  in  South  Asian  affairs.  Pakistan  is  China's  only  op- 
tion if  it  wants  to  participate  in  those  regional  affairs. 

Second,  it  may  be  seen  as  a  Chinese  retaliation  against  the 
American  F-16  sale  to  Taiwan,  which  it  considered  illegal  (and  cer- 
tain readings  of  the  August  1982  communique  would  in  fact  make 
it  illegal).  Tit  for  tat,  in  other  words. 

Third,  from  the  Chinese  point  of  view,  it  is  an  anti-Indian  device. 
The  Indians  in  Chinese  eyes  have  missiles  and  nuclear  weapons; 
and  I  think  they  probably  do  have  nuclear  weapons,  at  least.  And 
if  the  Chinese  are  going  to  deter  the  Indians,  they  feel  they  must 
support  Pakistan. 

Fourth,  there  is  also  a  very  unfortunate  Chinese  propensity  to 
test  the  limits  of  agreements  already  reached,  playing  it  too  close 
to  the  line.  Export  of  nuclear  technology  and  missiles  is  a  good  ex- 
ample of  that.  Missile  Technology  Control  Regime  cuts  in  at  a  300- 
kilometer  range  for  missiles.  The  Chinese  claim,  whether  correct  or 
not,  that  the  Chinese  M-11  missile,  the  one  for  Pakistan  has  a 
range  of  290  kilometers.  That  is  too  close  for  comfort,  since  Paki- 
stan can  modify  them  to  extend  their  range.  But  that  is  the  kind 
of  thing  we  have  to  face  with  regard  to  the  Chinese. 

Fifth,  there  is  the  explanation  concerning  the  possibility  of  a 
military — People's  Liberation  Army  commercial  activities:  selling 
missiles  for  profit  so  that  they  can  get  more  military  goodies,  more 
money  to  buy  the  kind  of  hardware  they  really  want.  A  variant 
holds  that  there  is  competition  between  the  People's  Liberation 
Army  as  a  factor  in  Chinese  domestic  politics  with  other  groups 
and  organizations  in  the  Chinese  political  arena.  Frankly,  I  do  not 
agree  with  this  particular  explanation.  If  it  were  true  in  years  past, 
and  there  was  some  evidence  that  it  was,  I  do  not  think  that  is  the 
case  now.  The  consequences  for  American-Chinese  relations  are 
very  serious  if  recent  reports  of  events  are  correct  and  if  China's 
military  support  for  Pakistan,  therefore,  seriously  undermines  the 
Missile  Technology  Control  Regime.  And  China  knows  this.  We 
have  put  the  case  very  clearly  to  them,  as  I  am  sure  Winston  Lord 
did  just  the  other  day. 

But  we  have  to  put  this  in  the  context  of  the  overall  relationship 
between  our  two  countries.  Is  the  United  States  willing  to  go  to  the 
wall  with  China  on  this  one,  and  China  with  the  United  States? 
Or  is  there  room  for  creative  compromise?  I  do  not  know  the  an- 
swer to  that,  but  this  is  probably  the  wrong  issue  to  precipitate  a 
break  with  China.  I  do  not  think  we  want  to  do  that  at  this  time, 
or  with  regard  to  this  issue.  Better  would  be  an  attempt  to  grapple 
with  larger  regional  and  security  issues,  of  which  this  is  only  a 
part. 
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Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Robinson  appears  in  the  appen- 
dix.] 

Mr.  ACKERMAN.  I  thank  both  of  you  for  your  expertise. 

Chairman  Lantos,  would  you  like  to  chair  the  hearing? 

Mr.  Lantos.  No,  thank  you  very  much,  Mr.  Chairman.  I  appre- 
ciate it. 

Mr.  Chairman,  at  this  point,  before  I  ask  questions  of  our  two 
distinguished  witnesses,  I  would  like  to  place  in  the  record  of  this 
hearing  a  statement  by  Mr.  Timothy  McCarthy,  senior  research  as- 
sociate, the  Program  for  Non proliferation  Studies  at  the  Monterey 
Institute  of  International  Studies. 

[The  prepared  statement  of  Mr.  McCarthy  appears  in  the  appen- 
dix.] 

I  would  like  to  commend  both  of  our  witnesses  for  very  outstand- 
ing statements.  I  would  like  to  begin  with  you,  if  I  may,  Mr. 
Milhollin.  How  significant,  from  the  Chinese  point  of  view,  finan- 
cially is  their  sale  of  missile  technology  and  nuclear  technology  to 
the  various  countries  that  have  been  involved,  ranging  from  Saudi 
Arabia  to  Iran  to  Pakistan,  others?  I  mean,  as  a  ballpark. 

Mr.  Milhollin.  I  am  even  reluctant  to  come  up  with  a  general 
number.  But  these  sales,  I  guess  by  any  measure,  would  be  vir- 
tually insignificant  compared  to  their  broad  overall  trade  relation- 
ship with  the  United  States,  which  includes  everything  from  shoes 
to  whatever. 

We  are  talking  about  a  fairly  limited  kind  of  technology  going  to 
certain  countries.  My  own  opmion  is  that  the  Chinese  are  doing 
this  because  they  think  they  can  get  away  with  it.  They  have  modi- 
fied their  behavior  over  the  years  so  as  to  make  it  less  likely  they 
will  get  caught. 

So  I  think  what  we  are  seeing  is  a  studied  decision  to  make  as 
much  money  as  they  can  until  the  pressure  gets  so  great  that  they 
have  to  stop.  I  think  it  is  also  true  that  it  does  extend  their  geo- 
political influence  to  some  extent  to  be  able  to  supply  things  to 
these  countries  that  no  one  else  will. 

But  my  own  judgment  is  that  is  less  important  than  the  money. 
I  am  sorry  not  to  be  able  to  give  you  a  number.  I  don't  have  one. 
I  don't  want  to  make  one  up. 

Mr.  Lantos.  But  clearly,  I  will  ask  Mr.  Robinson  the  same  ques- 
tion, you  are  pointing  in  the  direction  of  what  Mr.  Robinson  called 
testing  limits.  I  mean,  would  this  be  an  example  of  your  testing  of 
limits  Dehavior  pattern,  Mr.  Robinson? 

Mr.  Robinson.  Well,  as  I  say,  Chinese  motivation  in  this  regard, 
we  are  talking  about  the  Pakistani  missile  question  now 

Mr.  Lantos.  Well,  Pakistan,  Iran,  Syria 

Mr.  Robinson.  In  every  single  instance,  all  the  things  Gary 
talked  about,  the  Algerian  nuclear  reactor,  the  Pakistani  business, 
the  Saudi  missile  sale,  I  think  they  were  in  fact  testing  the  limits 
of  the  existing  regimes.  They  weren't  members  of  the  MTCR  early 
on. 

They  said  rightly  or  at  least  legally  they  were  not  members  of 
the  nonproliferation  treaty  when  they  transferred  the  plan  to  Alge- 
ria. They  said,  oh,  well,  then  we  have  to  abide  by  the  rules,  we  will 
abide  by  the  rules  later,  when  we  caught  them. 
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This  is  a  Chinese  propensity,  and  I  think  we  are  in  the  presence 
of  another  one  at  the  present  time.  On  the  question  of  total  sales 
to  Middle  Eastern  countries,  generally  speaking,  I  think  you 
could — the  arms  control  disarmament  agency  has  massive  figures 
and  produces  all  kinds  of  data  on  this.  My  ballpark  estimate  is 
around  $30  billion  over  10  or  12  years,  since  the 

Mr.  Lantos,  Would  you  repeat  that  figure? 

Mr.  Robinson.  About  $30  billion  since  around  1979,  when  this 
business  began. ^ 

Mr.  Lantos.  So  assuming  an  average,  and  I  realize  this  fluc- 
tuates over  time,  you  are  talking  about  a  3  or  $4  billion  annual  fig- 
ure? 

Mr.  Robinson.  That  is  correct.  It  does  vary  from  year  to  year. 

Mr.  AcKERMAN.  Just  for  clarification,  if  Chairman  Lantos — your 
answer  to  Chairman  Lantos'  question  is  that  an  estimate  for  the 
region  that  he  described,  or  is  that  an  estimate  for  their  worldwide 
sales? 

Mr.  Robinson.  Gary,  can 

Mr.  MiLHOLLlN.  That  number  strikes  me  as  rather  high.  If  we 
are  just  talking  about  sales  of  nuclear  and  missile  technology,  that 
seems  to  me  much  too  high. 

Mr.  Lantos.  Are  you  slipping  in  the  area  of  giving  a  ballpark  fig- 
ure? 

Mr.  MiLHOLLiN.  No,  I  am  sorry,  but  I  can't  believe  it  is  $30  bil- 
lion. If  you  add  up  the  reactors  and  the  missiles,  it  can't  possibly 
be  that  much,  unless  the  Chinese  have  made  some  extraordinarily 
good  deals. 

Mr.  Lantos.  You  would  be  more  inclined  to  assume  it  is  in  the 
billions,  several  billions,  but  not  tens  of  billions? 

Mr.  MiLHOLLIN.  That  is  right. 

Mr.  Robinson.  I  have  here  an  article  in  The  China  Quarterly, 
just  published,  which  I  will  be  glad  to  place  in  your  hands,  which 
is  on  this  very  subject.  And  very  quickly,  adding  up  the  figures  that 
are  presented  in  tnis  article,  which  does  seem  to  be  fairly  authori- 
tative, the  total  approximately  $30  billion,  $21.5  billion  of  which, 
incidentally,  is  to  Iran  and  Iraq  alone.  That  does  not  include  Syria, 
nor  the  Saudis,  nor  the  Egyptians.  So  we  can  put  them  into  the 
total. 

FORCING  CHINA  TO  CHOOSE  BETWEEN  MISSILE  SALES  AND  TRADE 

WITH  THE  UNITED  STATES 

Mr.  Lantos.  Both  of  you  are  sort  of  helping  me  with  my  next 
question,  because  if  $30  billion  is  at  the  upper  range,  and  let  s  stip- 
ulate it  may  well  be  below  that,  and  since  that  is  about  one  year's 
exports  to  the  United  States  right  now,  their  exports  to  the  United 
States  are  $18  billion;  isn't  that  right? 

Mr.  MiLHOLLIN.  The  $18  billion  figure  that  I  have  heard  is  the 
surplus. 

Mr.  Lantos.  So  it  is  $25  billion? 

Mr.  MiLHOLLIN.  I  am  not  sure  what  the  export  number  is. 


3  See  Eric  Hyer,  "China's  Arms  Merchante:  Profita  in  Command",  The  China  Quarterly,  No. 
132,  December  1992,  pp.  1101-1118. 
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Mr.  Lantos.  It  is  about  $25  billion,  and  our  exports  to  them  are 
$7  billion.  So  we  are  talking  about  a  $25  billion  Chinese  export  fig- 
ure to  the  United  States  in  1992.  The  figure  is  increasing.  In  a  year 
or  two,  it  will  be  $30  billion.  And  we  are  talking  about  very  broad 
ball  parks,  a  10-to-l  ratio,  I  mean,  their  exports  to  the  United 
States  compared  to  their  exports  of  missile  ana  nuclear  technology. 
I  realize  that  there  is  a  wide  range  of  latitude  here. 

But  if  confronted  with  the  need  to  make  a  rational  decision  of  a 
purely  economic  nature,  it  seems  clear  that  they  would  prefer  to 
maintain  an  increase,  a  $25  billion  annual  export  volume  to  the 
United  States,  rather  than  a  2  or  3  or  $4  billion  annual  export  vol- 
ume of  missile  and  nuclear  technology. 

Would  the  two  of  you  gentlemen  agree  with  that? 

Mr.  MiLHOLLlN.  I  would  agree.  I  would  add  also  that  you  have 
to  look  at  the  future.  The  future  potential  for  them  in  the  United 
States  is  quite  great.  There  are  only  so  many  missiles  and  nuclear 
reactors  you  can  sell  in  the  world  without  incurring  the  wrath  of 
everybody  else.  So  I  think  you  also  have  to  consider  the  up-side, 
looking  at  it  from  the  Chinese  point  of  view. 

Mr.  Lantos.  Right.  Mr.  Robinson. 

Mr.  ROBE^SON.  I  think  that  the  Chinese  motivation  is  not  just 
monetary. 

Mr.  Lantos.  I  understand  that.  I  will  come  to  the  other  motiva- 
tions. But  in  terms  of  an  economic  calculus,  would  you  agree  that 
it  makes  no  sense  for  them,  purely  in  terms  of  an  economic  cal- 
culus, to  push  nuclear  and  missile  technology  on  what  we  view  as 
potentially  very  dangerous  and  unstable  Third  World  countries  like 
Iraq,  Iran,  North  Korea,  because  the  economic  calculus  is  just  not 
there? 

Mr.  Robinson.  That  presumes  that  they  can  find  other  equal 
markets  for  that  same  set  of  sales.  And  these  countries  are  good 
markets. 

Mr.  Lantos.  It  doesn't  assume  that.  It  assumes  that  they  are 
confronting  a  choice.  They  are  confronting  a  choice  of  continuing 
nuclear  proliferation  and  missile  proliferation,  or  doing  business 
with  the  United  States.  They  don't  nave  both  of  these  options.  They 
will  lose  either  one  or  the  other. 

Mr.  Robinson.  Well,  sure,  if  you  postulate  the  premise,  then  the 
conclusion  follows  from  the  premise. 

Mr.  Lantos.  Then  the  conclusion  follows  from  the  premise. 

Mr.  Robinson.  But  it  doesn't  follow  in  policy  terms. 

Mr.  Lantos.  Let's  go  to  policy  terms.  It  clearly  is  apparent  to  the 
Chinese,  intelligent  as  they  are,  that  nuclear  and  missile  prolifera- 
tion is  in  the  abstract  an  undesirable  phenomenon  globally. 

Would  you  agree  with  that,  Mr.  Robinson? 

Mr.  Robinson.  Not  necessarily.  I  am  thinking  about  how  the 
Chinese  think  about  it. 

Mr.  Lantos.  That  is  what  I  am  asking  you  to  do. 

Mr.  Robinson.  I  think  they  don't  necessarily  think  that.  They 
are  on  both  sides  of  the  issue,  and  Gary  knows  much  more  about 
that  than  I  do.  In  the  bad  oM  days,  Mao  thought  the  more  nuclear 
weapons  in  the  hands  of  the  more  people,  anticapitalist  countries, 
the  better.  Once  that  possibility  began  to  arrive  in  real  terms,  they 
pulled  back,  but  they  have  not  pulled  back  entirely.  In  an  era  of 
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increasing  American-Chinese  competition,  that  they  feel  they  can 
use  this  instrument  as  a  means  to  compete  with  the  United  States. 

Mr.  Lantos.  Mr.  MilholHn. 

Mr.  MiLHOLLiN.  It  is  true  that  some  years  ago  the  Chinese  said 
that  they  thought  that  proHferation  was  actually  pretty  good,  be- 
cause it  tended  to  equalize  power  in  the  world  and  shift  it  from  the 
United  States  to  the  developing  world,  which  they  always  consid- 
ered themselves  to  be  a  companion  of. 

Recently,  certainly  since  the  mid-1980's,  they  have  been  declar- 
ing they  are  opposed  to  nuclear  and  missile  proliferation,  and  they 
have  also  been  stating  that  they  do  not  contribute  to  it.  The  dif- 
ficulty, of  course,  is  that  their  actions  belie  their  words. 

Mr.  Lantos.  Is  it  reasonable  to  assume  that,  confronted  with  a 
very  clear-cut  U.S.  Government  policy  which  would  indicate  that, 
assuming  that  the  Pakistani  sale  is  a  factually  correct  assumption, 
that  confronted  with  the  firm  U.S.  Governmental  policy  which  says, 
nuclear  proliferation  on  your  part  will  have  to  result  in  the  denial 
of  Most  Favored  Nation  treatment,  what  would  they  do? 

Mr.  Robinson.  Well,  of  course  it  is  an  iffy  question.  We  don't 
know  what  they  will  do  until  the  problem  comes  up. 

Mr.  Lantos.  Yes. 

Mr.  Robinson.  If  they  were  confronted  with  the  stark  choice,  as 
you  present  it — and  from  what  I  understand  your  beliefs  are  that 
if  you  cutoff  MFN,  you  would  be  cutting  off  a  great  deal  of  trade 
but  not  all — it  would  be  very  costly  for  the  Chinese.  I  think  the 
Chinese  would  possibly  back  down  if  they  could  find  face-saving 
ways  to  do  that,  which  begs  the  question  of  the  stark  confrontation 
you  are  posing  here  in  the  premise  of  your  question. 

But  I  am  afraid  that  the  more  time  that  goes  on  and  the  more 
the  Chinese  gprow  in  projective  power,  particularly  military  power, 
the  more  the  propensity  is  going  to  be  to  thumb  their  noses  at  the 
Americans. 

Mr.  Lantos.  I  fully  agree  with  you,  which  makes  a  firm  U.S.  pol- 
icy at  this  time  valuable,  does  it  not? 

Mr.  Robinson.  Yes. 

Mr.  Lantos.  Because  if  other  things  don't  change,  10  years  from 
now,  their  economy  will  be  much  bigger,  their  trade  with  other 
countries  will  be  much  bigger,  their  trade  with  the  United  States 
will  be  less  important. 

Mr.  Robinson.  Relatively  speaking. 

Mr.  Lantos.  So  if  the  United  States  truly  believes  that  nuclear 
and  missile  proliferation  is  an  undesirable  phenomenon  globally, 
this  is  the  time  to  put  an  end  to  Chinese  nuclear  and  missile  pro- 
liferation, not  5  years  from  now  or  10  years  from  now. 

Mr.  Robinson.  If  all  these  things  are  true,  and  if  we  can  find  the 
means  effectively,  parsimoniously,  justly,  and  without  much  cost  to 
the  United  States  in  response  to  do  this,  then  this  might  be  so.  But 
I  do  not  think  that  we  would  find  this  cost-free  or  relatively  cost- 
free.  It  would  be  in  fact  highly  costly  to  the  United  States. 

It  might  cost  us  greatly.  My  basic  premise  with  regard  to  Sino- 
Americans  relations  is,  as  I  think  you  are  also  stating,  that  we  are 
at  a  crossroads  with  Beijing.  We  have  to  decide  which  way  we  wish 
to  go.  Are  we  going  to  continually  confront  China  with  the  inad- 
equacies of  its  domestic  policy  and  the  inequities  of  its  human 
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rights  policies  and  the  problems  with  its  security  and  economic 
policies,  and  so  forth,  and  demand  and  demand  and  demand  they 
do  this,  this  and  this,  and  essentially  load  it  all  onto  the  Most  Fa- 
vored Nation  treatment  question? 

As  we  were  speaking  previously  in  this  hearing,  that  is  a  means 
which  we  can  use  only  once,  and  it  carries  decreasing  effectiveness 
for  the  United  States.  Moreover,  using  nonrenwal  would  precipitate 
China  and  America  into  the  status  of  implacable  opponents.  We 
would  have  to  go  down  a  very  long  path,  from  my  point  of  view, 
could  lead  not  only  to  a  series  of  confrontations  but  in  fact  to  mili- 
tary conflict.  I  would  like  to  not  see  that  occur. 

Mr.  MiLHOLLiN.  Mr.  Lantos,  I  have  a  response  to  your  question, 
if  I  might. 

Mr.  Lantos.  Please. 

Mr.  MiLHOLLiN.  I  think  there  are  a  couple  of  things  we  can  keep 
in  mind  here.  First,  that  it  might  be  easier  for  the  Chinese  to  sat- 
isfy- nonproliferation  conditions  than  other  conditions.  All  we  are 
asking  them  to  do  is  not  make  quite  so  much  money  from  dan- 
gerous exports.  That  might  be  easier  for  them  to  do  than  to  change 
some  way  of  doing  business  domestically  that  they  think  is  essen- 
tial to  keep  the  present  regime  in  power.  It  is  easier  not  to  make 
so  much  money  than  it  is  to  stop  repressing  the  population. 

So  if  we  are  looking  for  conditions  that  might  be  satisfied  real- 
istically, I  would  humbly  suggest  that  nonproliferation  can  be  put 
at  the  top.  I  think  those  would  be  easier  for  the  Chinese  to  satisfy. 

Mr.  Lantos.  What  do  you  think  of  that,  Mr.  Robinson? 

Mr.  Robinson.  I  do  not  know  how  to  order  these  things,  but  I 
do  know  that  the  Chinese  are  going  to  come  back  at  us.  We,  they, 
and  others  are  goin^  to  have  to  face  the  problem  of  the  burgeoning 
arms  sales  market  m  Asia  and  the  Middle  East.  The  Chinese  will 
just  tell  us,  look,  we  are  just  one  of  the  participants  and  you  Amer- 
icans are  also,  and  we  have  a  perfect  right  to  sell  so  long  as  the 
rest  of  you  do.  It  seems  to  me  the  creative  response,  or  initiative, 
for  the  United  States  is  to  approach  the  Chinese,  along  with  the 
others,  and  say:  let  us  get  together  and  work  on  trying  to  limit  this 
kind  of  thing. 

Mr.  Lantos.  Hasn't  that  been  our  policy? 

Mr.  Robinson.  Not  entirely,  no.  We  have  not  limited  our  sales 
to  the  Middle  East.  We  are  asking  the  Chinese  to  limit  their  sales 
to  the  Middle  East.  We  do  ask  the  Chinese  to  limit  their  sales  of 
weapons  of  mass  destruction  to  the  Middle  East,  that  is  true,  and 
I  think  that  should  continue  to  be  done.  But  that  should  be  embed- 
ded in  the  issue  of  an  incipient  arms  race  in  these  areas.  And  if 
we  can  do  that,  then  we  can  begin  to  move  ahead  with  the  Chinese. 
We  have  other  levers  on  them,  other  than  this  draconian  instru- 
ment of  cutting  off  MFN  status  if  they  don't  behave  as  we  wish 
them  to.  I  do  not  think  they  are  going  to  behave  entirely  in  ways 
we  would  like  them  to  do.  It  is  not  going  to  be  cost-free  for  the 
United  States. 

Take  a  look  at  the  North  Korean  nuclear  weapons  issue.  I  believe 
the  Chinese  are  an  important  component  in  limiting  North  Korean 
nuclear  weapons.  But  we  are  not  going  to  get  very  far  if  we  depend, 
as  we  have  so  far,  too  much  upon  the  Chinese  to  pull  our  chestnuts 
out  of  the  fire.  It  is  like  depending  upon  Moscow  to  get  us  out  of 


83 

the  Vietnam  war.  The  Chinese's  motivations  are  highly  mixed. 
Moreover,  their  leverage  in  North  Korea  is  exceedingly  small  and 
probably  declining.  So  we  are  going  to  have  a  lot  of  problems  with 
the  Chinese  in  that  regard  too. 

Mr.  Lantos.  Would  you  care  to  comment  on  the  North  Korea 
issue,  Mr.  Milhollin? 

CHANGING  CHINESE  BEHAVIOR 

Mr.  Milhollin.  I  was  going  to  say  in  response  to  an  earlier  ques- 
tion that  there  are  some  favorable  precedents.  The  United  States 
took  a  very  tough  line  with  respect  to  Argentina  and  Brazil.  We  put 
a  lot  of  economic  pressure  on  both  those  countries,  which  were  vul- 
nerable to  that  pressure.  They  both  agpreed  to  give  up  their  pro- 
grams to  make  nuclear  weapons  and  long-range  missiles,  or  at 
least  Argentina  has. 

Also,  South  Africa  was  the  target  of  sanctions,  and  it  finally  de- 
cided to  come  back  into  the  nonproliferation  treaty.  So  there  is  rea- 
son to  think  that  if  you  get  serious  with  countries,  and  make  it 
more  difficult  for  them  to  stay  out  than  come  in,  that  they  will 
come  in.  I  think  the  precedents  all  point  in  the  right  direction. 

Also,  the  cold  war  is  over.  The  Chinese  must  recognize  we  don't 
need  them  as  much  anjmiore  to  counter  the  Soviet  threat.  History 
is  against  them.  They  are  the  last  rock  in  the  river.  Communism 
is  over.  So  there  is  every  reason  for  them  to  want  to  get  along  with 
us. 

And  so  I  think  that  if  they  look  at  the  future,  they  will  see  their 
present  behavior  is  almost  a  relic  of  the  cold  war,  it  is  a  relic  of 
the  day  when  you  can  be  an  irresponsible  Communist  country.  So 
they  are  going  to  have  to  come  around.  It  is  just  a  question  of  how 
long  it  takes  and  how  resolute  we  are  going  to  be  in  bringing  them 
around. 

Mr.  Lantos.  Would  you  like  to  add  anything,  Mr.  Robinson? 

Mr.  Robinson.  The  question  is  how  long  it  is  going  to  take  for 
China  to  come  around,  and  what  is  going  to  make  them  do  that. 
It  is  going  to  take  a  combination  of  pressures  from  the  outside  and 
also  transformations  from  the  inside  of  China.  The  transformation 
of  China  is  the  most  important  thing  that  is  occurring.  It  is  an  eco- 
nomic transformation.  But  a  social  transformation  is  oeing  built  on 
the  basis  of  the  economic  transformation  that  we  see  now  occur- 
ring. And  there  will  be,  although  we  see  very  little  evidence  of  it 
today,  a  political  transformation  of  the  country. 

There  is  not  going  to  be  a  collapse  of  the  Chinese  regime,  a  la 
the  Soviet  Union  and  Eastern  Europe.  There  will  be  what  I  term 
"evolutionary  democracy"  in  China.  That  is  going  to  be  a  lon^  term 
thing.  We  have  to  keep  the  pressure  upon  them  to  move  in  the 
kinds  of  directions  that  the  other  witnesses  have  been  talking 
about.  But  we  have  to  understand  that  as  China  transforms  itself 
internally,  it  is  also  going  to  strengthen  itself  and  it  is  going  to  be 
much  more  difficult  to  deal  with  for  that  reason  alone.  So  we  have 
got  a  lot  of  work  to  do  with  China,  and  it  is  not  going  to  be  an  easy 
task. 

Mr.  Lantos.  I  think  we  all  agree  with  you.  You  sort  of  posited 
these  polar  options  of,  we  are  moving  in  tne  direction  of  becoming 
friends  or  foes,  and  I  can't  help  but  comment  on  the  analogy  with 
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Russia.  Clearly,  if  you  had  asked  the  same  question  as  you  prob- 
ably did  10  years  ago,  which  way  are  we  going,  your  preference 
would  have  been,  as  mine  was  and  every  rational  human  being's 
was,  is  to  be  friends.  And  we  have  achieved  this. 

But  the  achieving  of  a  relationship,  a  far  greater  degree  of  friend- 
ship and  a  far  lesser  degree  of  hostility,  came  about  not  in  a  mor- 
ally neutral  fashion.  It  is  their  system  that  changed.  It  is  their  ag- 
gressive behavior  that  changed.  It  is  the  Soviet  empire  that  was 
dismantled  or  collapsed.  It  is  the  Communist  Party  that  imploded. 

And  I  have  a  little  difficulty  in  sort  of  buying  this — perhaps  it 
is  not  a  fair  statement,  but  the  moral  equivalency  issue  that  we 
both  have  to  decide  whether  to  be  friends  or  foes.  Let's  stipulate 
we  both  decide  we  want  to  be  friends,  that  from  the  American  point 
of  view  means  dealing  with  this  very  dangerous  global  issue  of  nu- 
clear and  missile  proliferation,  and  treating  their  own  people  and 
the  people  of  Tibet  less  brutally. 

And  as  the  carrot,  we  have  a  $25  billion  market  which  is  mush- 
rooming for  them.  Now,  that,  it  seems  to  me,  is  not  an  unfair  prop- 
osition. I  don't  see  anything  inherent  in  Chinese  society  that  makes 
it  mandatory  for  them  to  sell  missile  and  nuclear  technology  to 
Pakistan  or  Iran. 

I  mean,  that  is  not  an  inalienable  right  of  Chinese  tradition.  It 
was  not  part  of  Chinese  tradition  for  a  good  many  years.  And  for 
us  merely  to  swallow  the  notion  that  since  China  wants  to  stick  it 
to  India  so  they  will  buildup  Pakistan's  nuclear  missile  capabilities 
is  not  a  very  persuasive  argument,  I  think,  in  the  Congress  of  the 
United  States.  Neither  is  me  idea  that  the  United  States  should 
not  use  the  enormous  leverage  of  an  $18  billion  trade  deficit  by  in- 
sisting that  some  improvements  in  human  rights  conditions  occur. 

Your  point  that  you  made  earlier,  Mr.  Robinson,  that  certainly 
scored  with  me,  is  that  the  Chinese  are  testing.  They  like  to  go  to 
the  very  edge.  You  indicated  the  290-kilometer  range  of  the  missile 
and  it  is  right  at  the  300-kilometer  level.  You  feel  uncomfortable 
quite  that  close.  I  agree  with  you.  I  think  they  are  testing.  And  I 
think  it  would  be  both  morally  unacceptable  and  politically  unwise 
not  to  be  firm  as  they  are  testing  us.  I  think  the  way  to  respond 
to  their  testing  is  with  friendship  and  firmness,  and  not  with  ap- 
peasement. 

Now,  it  seems  to  me  that  for  the  last  few  years,  we  have  had  ap- 
peasement. We  have  had  congressional  action  which  was  ignored 
by  the  administration,  and  the  Chinese  learned  a  lesson,  that  we 
can  speak  here,  we  can  fume,  we  can  appear  on  television  pro- 
grams and  make  the  case  for  Tibet  and  against  forced  abortions 
and  against  torture,  but  when  they  get  down  to  the  State  Depart- 
ment, they  are  going  to  do  business  with  these  people,  because  the 
State  Department  will  respond  to  the  kind  of  testimony  we  had  at 
the  beginning  of  this  morning,  which  became  admittedly  a  grossly 
distorted  testimony. 

We  now  have  the  hope  on  the  basis  of  President  Clinton's  cam- 
paign statements  that  there  is  a  similar  philosophical  and  policy 
outlook  in  the  White  House,  and  I  suspect  the  question  for  us  to 
decide  is  whether  to  move  without  legislation  in  conjunction  with 
the  administration  in  terms  of  Executive  Orders  or  other  unilateral 
administration  actions,  or  whether  we  are  better  off",  and  when  I 
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say  "we,"  I  mean  the  country  is  better  off  having  a  congressional 
mandate,  which  an  administration  will  now  live  with,  although  it 
might  prefer  doing  it  all  by  itself. 

Would  you  care  to  comment? 

Mr.  Robinson.  Yes.  Thank  you  very  much. 

I  agree  most  heartily  with  most  of  the  things  you  have  said.  It 
is  a  false  dichotomy  to  say  we  are  going  to  be  either  friends  or  foes 
of  the  Chinese.  That  is  part  of  what  I  was  trying  to  say  in  my  oral 
remarks.  We  should  at  every  point  avoid  naving  to  make  that 
choice  if  we  can. 

There  are  principal  choices,  as  you  say,  that  we  have  to  make  at 
some  times,  however.  But  the  pomt  is  to  try  to  move  ahead.  That 
does  not  mean  appeasement,  from  my  point  of  view.  Although,  as 
you  know,  in  the  history  of  international  relations,  with  the  excep- 
tion of  the  rather  poor  outcome  of  the  appeasement  policy  of  the 
1930's,  sometimes  there  is  a  good  argument  for  appeasement  if  you 
happen  to  be  weak  and  you  want  to  play  for  time. 

china's  economic  expansion 

That  is  not  the  case  for  the  United  States.  We  do  want  to  play 
for  time  with  China,  because  I  think  that  the  trend — the  economic, 
political,  and  social  forces  inside  China — are  in  the  directions  that 
we  want  them  to  be  and  they  are  transforming  that  country,  in 
manners  that  we  favor.  And  if  that  were  not  taking  place,  if  we  did 
not  have  the  trends  and  forces  of  which  I  spoke  earlier,  or  the  ex- 
amples of  what  happened  in  Eastern  Europe  and  so  forth,  then  I 
would  say  that  we  would  be  in  big  trouble  with  China  and  that  we 
should  gird  for  the  worst.  But  we  can  work  with  the  Chinese  ad 
interim,  knowing  this  situation  is  going  to  change  fairly  radically, 
although  I  don't  think  that  it  is  going  to  change  as  rapidly  as  some 
of  us  would  like  it  to  do. 

It  is  not,  incidentally,  like  the  Soviet  Union.  We  should  not  use 
the  Soviet  Union  analogy. 

Mr.  Lantos.  I  agree. 

Mr.  Robinson.  China  is  at  the  beginning  of  its  drive  for  a  greater 
economy,  not  toward  maturity  or  like  the  Soviet  Union  was  70 
years  down  the  line.  China  does  not  have  an  internal  empire  that 
is  going  to  collapse  upon  it.  The  Chinese  Communist  Party  is  not 
going  to  implode.  I  would  surely  like  to  see  it  do  that  as  long  as 
it  does  not  beget  a  total  disaster — starvation  or  the  deaths  of  mil- 
lions; but  it  is  not  going  to  do  that.  It  is  going  to  evolve.  And  if  I 
might  try  to  work  out  an  analogy  here — f  am  chary  of  analogies, 
generally  speaking — with  Japan. 

In  the  Chinese  case,  what  we  see  now  is  a  party  which,  in  order 
to  keep  itself  in  power,  has  to  do  more  and  authorize  more  things, 
and  move  more  and  more  rapidly  in  the  economic  sphere,  that 
cause  social  transformations  inside  the  partv,  geographic  dispari- 
ties, the  rise  of  new  interest  groups — a  mid.dle  class  or  incipient 
middle  class.  These  are  transforming  the  internal  working  of  the 
Chinese  Communist  Party.  It  is  making  new  groups  within  the 
party. 

The  party  has  to  extend  its  umbrella  farther  and  farther  in  order 
to  continue  to  have  all  political  life  take  place  inside  the  party,  as 
is  supposed  to  be  done  in  a  Leninist  party.  In  the  end,  this  um- 
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brella  becomes  so  extended,  and  so  thin  as  it  becomes  extended, 
that  it  will  eventually  get  holes  in  it. 

And  when  that  umbrella  disappears,  as  it  will,  gradually  or  after 
some  years,  or  maybe  even  a  decade  or  two,  is  a  series  of  factions 
in  the  party  that  look  very  much  like  the  factions  within  the  liberal 
Democratic  Party  of  Japan.  The  only  difference  is  that  the  LDP  of 
Japan  has  a  lot  of  pressure  from  the  outside  which  keeps  that 
party  together,  whereas  in  the  Chinese  case,  that  won't  be  the  case. 
That  is  my  recipe,  as  it  were,  of  the  emergence  of  a  kind  of  democ- 
racy in  China.  It  is  going  to  take  a  while. 

You  asked  about  the  question  of  whether  there  is  nothing  man- 
datory about  selling  missiles.  And  there  is  nothing  mandatory 
about  selling  missiles,  but  it  is  a  very  great  temptation  to  the  Chi- 
nese. One,  it  is  a  cheap  and  easy  way  to  make  money.  Two,  and 
more  importantly,  it  is  a  cheap  and  easy  way  to  project  power.  And 
that  is  what  the  Chinese  are  doing,  projecting  power.  Why  do  they 
want  to  project  power?  They  have  no  business  in  the  Middle  East, 
they  have  no  interests  historically  in  that  region.  But  now  here 
they  are.  They  are  a  Middle  Eastern,  an  East  Asian,  and  a  South 
Asian  power,  and  they  are  going  to  be  a  global  power.  Unfortu- 
nately, this  is  the  rule  of  life  in  international  relations.  Whenever 
a  country  amasses  more  and  more  power,  it  finds  interests  to  go 
along  with  that  power,  and  that  is  precisely  what  is  happening 
with  China.  It  has  discovered  this  instrument  of  military  sales  and 
transfers  that  makes  it  easy  to  get  around  the  world  in  this  man- 
ner. 

Mr.  Lantos.  Thank  you  very  much. 

Mr.  Milhollin,  any  comment? 

Mr.  Milhollin.  I  think  it  might  be — it  should  be — within  our 
power  to  structure  trade  with  China  in  such  a  way  that  it  doesn't 
result  in  an  either/or  situation;  that  is,  I  don't  see  why  we  couldn't 
somehow  graduate  our  trade  relationship  with  them  so  as  to  de- 
pend on  their  activities,  so  as  to  depend  on  their  doing  what  we 
want,  especially  in  this  case.  This  is,  I  suppose,  the  simplest  one, 
because  we  have  money  against  money,  we  don't  have  abortions 
against  money,  we  have  money  against  money. 

So  it  should  be  possible  to  put  into  effect  trade  arrangements 
that  just  take  away  as  much — I  mean,  can  you  imagine  just  taking 
away  as  much  from  the  Chinese  in  the  U.S.  market  as  we  perceive 
they  are  making  from  dangerous  sales.  I  don't  see  this  as  a  difficult 
mathematical  or  administrative  problem. 

I  think  we  have  been  held  back  by  the  notion,  a  rather  simple- 
minded  notion — that  China  is  a  big  coimtry,  therefore  we  must  get 
along  with  the  Chinese,  and  that  is  about  it.  I  think  in  foreign  rela- 
tions, we  have  to  ask  why  we  want  to  get  along  with  people.  I 
mean,  just  being  friends  in  international  relations  can't  be  thought 
of  as  a  goal  on  its  own.  We  have  to  be  friends  for  a  reason.  And 
in  the  case  of  China,  I  think — I  don't^see  much  point  in  being 
good  friends  if  the  other  side  of  the  fi-iendship  continues  to  do 
things  we  can't  live  with. 
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china's  POUCY  toward  BURMA 

Mr.  Lantos.  One  final  question,  if  I  may,  Mr.  Chairman.  I  know 
I  have  taken  a  lot  of  time.  I  would  like  each  of  you  to  comment  on 
Chinese  policy  toward  Burma. 

Mr.  ROBD^SON.  That  is  a  favorite  of  mine,  particularly  since  no- 
body seems  to  care  about  Burma,  and  in  fact  I  think  Burma  is  a 
place  that  should  be  cared  about,  not  only  for  human  rights  pur- 
poses— and  there  is  every  reason  to  care  about  it  for  that  reason — 
but  because  Burma  is  a  very  dangerous  place.  It  is  a  place  that 
could — "implode,"  politically,  as  in  tne  former  Yugoslavia.  If  that  is 
the  case,  there  is  going  to  be  hell  to  pay  in  that  country.  There 
could  be  a  terrible,  terrible  slaughter  of  people,  much  beyond  what 
has  already  occurred.  The  Chinese  regime  is  propping  up — there  is 
no  other  word  for  it — the  Burmese  military  government  by  lots  of 
military  sales. 

Mr.  Lantos.  I  fully  agree. 

Mr,  Robinson.  My  worry  is  that  that  government,  which  cannot 
last  in  the  long  run,  given  all  the  forces  upon  it,  will  fail,  will  dis- 
appear one  day.  It  may  not  be  today,  but  at  some  point  it  will.  If 
that  is  the  case,  there  could  be  a  power  vacuum  in  Burma  in  which 
China  would  be  tempted  to  intervene.  There  is  an  unwritten  agree- 
ment between  all  the  major  powers  for  everybody  to  stay  out  of 
Burma.  It  has  been  that  way  for  30  years.  But  it  might  not  remain 
so  with  so  much  Chinese  power  on  Burma's  border  and  also  with 
increasingly  powerful  India.  India  has  similar  motivations  or  inter- 
ests in  Burma  and  we  might  find  competitive  intervention  in 
Burma  between  those  two. 

Mr.  Lantos.  Mr.  Milhollin. 

Mr.  Milhollin.  I  prefer  not  to  comment  on  that. 

Mr.  Lantos.  Thank  you  very  much,  gentlemen,  and  thank  you 
very  much,  Mr.  Chairman.  You  have  been  more  than  generous. 

And  let  me  just  say,  as  you  move  toward  concluding  this  hearing 
in  a  few  minutes,  you  deserve  the  highest  commendation  for  this 
first  hearing  on  China  that  you,  as  Chairman  of  the  Asian  Sub- 
committee, brought  together  and  chaired.  It  was  a  hearing  of  ex- 
traordinary substance  and  value,  and  we  are  all  indebted  to  you. 

NUCLEAR  vs.  CIVILIAN  TRADE 

Mr.  AcKERMAN.  I  thank  you  as  well,  Mr.  Chairman,  for  equallv 
sharing  with  your  subcommittee  the  largesse  of  issues  that  we  col- 
lectively have  before  us.  I  am  going  to  try  to  limit  it  to  only  a  few 
questions,  if  I  may. 

First,  we  spent  some  time  talking  about  the  mathematics  in- 
volved between  the  amoimt  of  trade  done  nuclearly  and  the  amount 
of  trade  done  more  conventionally,  and  whether  or  not  the  dif- 
ference or  lack  of  difference  motivates  the  Chinese  to  move  in  one 
direction  or  another. 

Unfortunately,  we  don't  have  a  precise  alignment  of  years  in 
which  to  make  comparisons.  But  so  far  as  our  own  U.S.  merchan- 
dise trade  with  China,  and  this  is  from  CRS,  updated  March  5, 
1993,  but  indeed  only  goes  through  1992,  it  gives  the  years  of  U.S. 
trade  with  China  fi-om  1981  to  1992,  and  the  nuclear  numbers  we 
were  talking  about  in  terms  of  dollars,  I  believe,  was   1979  to 
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present,  in  which  we  placed  a  figure  of  approximately  $30  billion, 
roughly,  that  was  what  you  had  stated,  Mr.  Robinson,  Mr. 
Milhollin,  you  thought  it  was  somewhat  less  but  couldn't  put  a  fig- 
ure on  it,  if  I  recall. 

Just  looking  at  the  trade  balance  or  imbalance  with  China  fi*om 
1982  through  1992,  it  goes  in  the  wrong  direction,  to  be  sure,  but 
in  1981  we  had  a  surplus  of  $1.7  billion,  the  next  year,  $628  mil- 
lion the  next  year,  which  was  1983,  we  slipped  into  a  deficit  of  $71 
million,  and  all  the  rest  of  the  numbers  are  deficits.  61,  10,  these 
are  in  millions,  a  billion  six,  two  billion  eight,  three  billion  four  in 
their  favor.  If  we  are  interested  in  trends,  we  can  see  it  is  going 
the  wrong  way  for  certain. 

If  we  look  in  the  last  4  years  alone,  it  made  up  the  greater 
amoimt  of  the  total,  roughly,  $55  billion  as  far  as — I  am  sorry,  if 
you  add  in  the  surplus,  it  is  about  $52  billion  and  change,  is  the 
surplus  over  the  period  of  1981  through  1992.  But  of  that  $52  bil- 
lion, the  deficit  in  the  last  4  years  alone  was  $47  billion.  So  there 
indeed  was  a  difference  between  our  trade  with  China  and  China's 
nuclear  sales  of  about  $5  billion. 

I  would  assume,  correct  me  if  I  am  wrong,  that  if  we  take  the 
$30  billion  approximately  that  Mr.  Robinson  cited  as  being  the 
arms  to  the  area  for  the  region,  or  the  world,  I  am  not  sure  what 
it  was,  I  must  presume  it  was  to  the  world,  Mr.  Robinson? 

Mr.  Robinson.  Let's  presume. 

Mr.  Milhollin.  Excuse  me,  are  we  talking  about  arms  or  are  we 
talking  about  missiles  and  nuclear  facilities? 

Mr.  Robinson.  Arms  sales? 

Mr.  AcKERMAN.  Missiles  and  nuclear. 

Mr.  Robinson.  I  am  talking  about  arms  sales  total. 

Mr.  Milhollin.  Then  obviously  the  missiles  and  nuclear  are  a 
small  fraction  of  that. 

Mr.  AcKERMAN.  I  believe  in  the  questions  that  you  cited  in  your 
statement  earlier,  you  referred  as  well  to  the  technology. 

Mr.  Milhollin.  Arms  includes  fighter  planes,  it  includes  items 
that  cost  usually  more  than  missiles  do. 

Mr.  ACKERMAN.  Right,  but  you  included  technology  in  that  as 
well. 

Mr.  Milhollin.  Are  you  referring  to  me? 

Mr.  ACKERMAN.  Yes. 

Mr.  Milhollin.  I  didn't  give  a  number  in  my  testimony. 

Mr.  AcKERMAN.  No,  but  you  said  it  was  something. 

Mr.  Milhollin.  Yes. 

Mr.  AcKERMAN.  Technology  was  included. 

Mr.  Milhollin.  I  am  referring  to  nuclear  or  missile  technology, 
not  conventional  weapon  technology. 

Mr,  ACKERMAN.  That  is  correct. 

Mr.  Milhollin.  Or  conventional  weapons  themselves.  If  you  look 
at  Iraq,  for  example,  the  dollars  that  countries  got  from  selling  con- 
ventional weapons  to  Iraq  was  much  greater  than  the  dollars  they 
got  from  selling  missile  and  nuclear  technology  to  Iraq. 

Mr.  ACKERMAN.  Right,  but  we  sell  technology  and  dual-use  tech- 
nology in  the  rebuilding  as  well. 

Mr.  Milhollin.  Yes. 
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Mr.  AcKERMAN.  Nonetheless,  I  would  assume  of  that  $30  billion 
in  arms  to  the  area  since  1981,  most  of  that  as  well  would  probably 
be  ballooning  toward  the  present  date  rather  than  the  earlier  time 
dates.  Would  that  be  accurate,  Mr.  Robinson?  That  has  been  esca- 
lating as  well? 

Mr.  Robinson.  Probably.  Although  there  were  some  significant 
sales,  obviously  in  the  beginning  of  the  period,  to  Iran  and  Iraq  be- 
cause of  their  war,  and  tne  Saudi  missile  sale  was  a  rather  large 
ticket  item  as  well.  But  you  also  have  to  discount  for  inflation,  and 
I  don't  think  the  figures  that  any  of  us  are  talking  about  discount 
inflation. 

Mr.  AcKERMAN.  We  will  just  assume  there  is  some  kind  of  parity. 
I  don't  think  any  of  them  are  adjusted  for  inflation. 

Mr.  Robinson.  Would  you  like  me  to  comment  on  this  issue? 

Mr.  AcKERMAN.  Let  me  just  try  to  make  my  point.  The  difference 
is  there,  even  though  both  sets  of  numbers  are  increasing  each  and 
every  year  because  of  both  the  increase  in  world  trade  and  the  in- 
crease in  nuclear  sales.  But  the  difference  for  that  period  is  be- 
tween $47  and  $52  billion,  which  is  $5  billion,  which  one  would  as- 
sume, if  money  was  the  only  motivation — and  I  think  indeed  power 
is  one  of  the  motivations — ^but  if  money  was  one  of  the  motivations, 
it  would  be,  and  I  don't  mean  to  demean  the  number,  but  it  would 
be  down  to  around  $5  billion. 

And  one  might  think  that  the  Chinese  would  be  able  to  find  mar- 
kets for  $12  billion  worth  of  goods  outside  of  the  United  States,  if 
that  was  the  only  consideration. 

You  don't  have  to  comment  on  that.  I  thought  it  was 

THE  TRADE  IMBALANCE 

Mr.  Robinson.  I  think  we  have  to  do  a  little  bit  of  calculating 
to  assess  the  figures  accurately.  But  actually,  I  thought  you  were 
going  to  ask  about  the  question  of  why  there  is  this  trade  imbal- 
ance all  the  time,  and  why  it  is  going  up  and  up  and  up.  There  are 
answers  I  can  give  you,  if 

Mr.  AcKERMAN.  We  can — I  am  certainly  interested  in  your  opin- 
ion, but  I  think  we  probably  would  be  on  the  same  wavelength  of 
why  the  imbalance,  someone  selling  more  to  one  party  than  they 
are  buying  from  the  other.  I  guess  that's  what  it  boils  down  to.  Is 
it  not? 

Mr.  Robinson.  The  reason  for  the  trade  imbalance  is  com- 
plicated. First,  whenever  a  country  moves  into  the  international 
arena,  at  the  low  end  of  the  market,  and  sells  to  high  technology 
countries,  there  tends  to  be  an  imbalance  in  favor  of  the  country 
that  is  just  starting  out.  And  China  is  not  particularly  unusual  in 
that  regard.  We  have  had  the  same  imbalance  with  Japan,  South 
Korea,  Taiwan,  and  these  countries  as  well  at  comparative  stages. 
It  is  always  that  way,  in  other  words. 

Second,  when  people  talk  about  the  trade  imbalance  with  China, 
I  am  very  sympathetic,  but  I  always  have  to  say,  if  I  were  an  inter- 
national economist,  would  I  be  concerned  with  a  particular  trade 
imbalance?  If  it  were  and  remains,  huge,  like  the  Japanese  one, 
yes,  I  would  surely  do  so,  particularly  if  it  seems  to  continue  ad  in- 
finitum. But  in  fact  we  should  look  at  the  total  trade  imbalance  sit- 
uation. And  then  the  Chinese  imbalance  only  becomes  one  compo- 
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nent,  although  historically  in  the  last  few  years  it  has  been  a  very 
important  one. 

Third,  you  have  to  take  into  account  the  changes  in  the  last  few 
years,  as  Hong  Kong  and  Taiwan  having  transferred  a  lot  of  their 
investment  to  China.  The  China  trade  imbalance  is  due  in  part  to 
Hong  Kong  and  Taiwan,  and  to  an  increasing  extent  South  Korean 
investment.  We  have  had  trade  imbalances  higher  with  those 
places  than  with  the  Chinese.  I  am  sure  you  know  all  that,  so  I 
am  not  telling  you  anything  new. 

Last,  economists  always  say,  when  you  come  upon  these  prob- 
lems of  trade  difficulties  with  places  like  China,  that  every  single 
trade  issue  with  China  is  similar  to  issues  we  have  met  with  every 
other  country  that  has  gone  through  the  process  of  economic  mod- 
ernization. All  of  those  issues  are  compromisable  and  have  been 
compromised  with  these  other  countries.  We  are  on  the  road  to 
compromising  those  issues  with  China  as  well.  So  I  do  not  get  ter- 
ribly excited  about  the  economic  question  per  se,  for  those  reasons. 

Mr.  AcKERMAN.  Indeed,  if  we  became  less  engaged  in  trade  with 
China,  would  they  be  able  to  find  other  sales  markets  or  to  in- 
crease the  traffic  between  themselves  and  other  countries  in  Asia 
or  elsewhere? 

Mr.  MiLHOLLiN.  I  am  not  an  economist,  but  it  strikes  me  as  rea- 
sonable to  assume  that  if  the  Chinese  are  selling  us  lots  of  things, 
they  are  selling  it  to  us  because  they  can  get  more  money  from  us 
than  they  can  from  somebody  else.  Normally  a  buyer  sells  to  a  sell- 
er who  pays  what  he  wants. 

I  don  t  know  what  the  possibilities  of  substitution  are,  but  these 
relationships  are  often  formed  because  of  special  connections,  be- 
cause the  buyers'  needs  correspond  to  the  sellers'  capabilities.  I 
think  anybody  would  expect  that  the  Chinese  would  suffer  some 
transitional  problems  if  our  market  were  denied  to  them.  Other- 
wise, if  they  didn't  need  our  market,  they  would  already  be  selling 
those  billions  of  dollars'  worth  of  goods  to  somebody  who  would  pay 
them  more. 

Mr.  AcKERMAN.  But  they  would  be  selling  them  at  a  lesser  price 
if  we  weren't  there.  I  assume  there  are  other  countries  with  a  more 
dire  need  of  shoes  than  ours. 

Mr.  MiLHOLLlN.  I  would  assume  the  Chinese  could  unload  this 
stuff  at  some  price  somewhere,  but  they  might  decide  that  is  less 
desirable  than  stopping  a  few  small  missile  sales.  They  might  de- 
cide that — I  think  that  is  what  we  are  talking  about  here — is  where 
the  incentive  lies. 

And  I  would  imagine  that  the  incentive  lies — certainly  if  we  con- 
sider future  possibilities  dealing  with  the  United  States — the  incen- 
tive lies  in  passing  up  a  few  missile  deals  in  order  to  have  regular 
access  to  the  U.S.  market  in  a  way  that  you  can  plan  for. 

Mr.  ACKERMAN.  Indeed,  if  they  wanted  to,  couldn't  they  increase 
their  missile  sales  to  others  as  well? 

Mr.  MiLHOLLiN.  Sure.  Theoretically  they  could.  They  could  ship 
finished  missiles  to  Syria,  right  out  in  the  open,  let  our  satellites 
watch  them  and  read  about  them  on  the  front  page  of  the  New 
York  Times.  They  could  do  that.  But  they  are  not  doing  that. 

Mr.  ACKERMAN.  I  seem  to  have  read,  it  wasn't  on  the  front  page 
of  the  New  York  Times,  I  think  it  was  page  3,  if  I  am  not  mistaken, 
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the  fact  that  they  were  selling  M-lls  to  Pakistan.  I  read  it  in  the 
New  York  Times.  That  doesn't  stop  them  had  it  appeared  in  the 
New  York  Times.  They  just  continued  to  deny  it. 

Mr.  MiLHOLLlN.  But  they  are  doing  it  in  ways  which  make  it 
more  difficult  to  detect. 

Mr.  ACKERMAN.  You  think  if  they  moved  up  to  page  1,  that  would 
stop  them? 

Mr.  MiLHOLLiN.  They  made  a  contract  with  Syria  to  sell  the  M- 
9,  which  goes  farther  than  the  M-11.  So  far  we  haven't  seen  them 
deliver  those  missiles.  We  complained  about  it,  and  I  think  our 
complaints  have  influenced  their  behavior. 

Mr.  AcKERMAN.  If  we  put  conditionality  on  MFN  or  withdrew  it, 
would  they  be  more  or  less  embarrassed  than  reading  about  their 
arms  sales  in  the  New  York  Times,  if  they  read  about  that  on  the 
first  or  20th  page  of  the  New  York  Times? 

Mr.  MiLHOLUN.  It  seems  to  me  if  we  take  it  away  from  them, 
their  main  objective  will  be  to  get  it  back. 

Mr.  AcKERMAN.  Or  to  make  up  the  difference  in  sales  elsewhere 
with  some  other  products? 

Mr.  MiLHOLLiN.  I  guess  I  assume  that 

Mr.  AcKERMAN.  Is  it  because  they  want  the  prestige  of  Ameri- 
cans using  Chinese  products  or  are  they  interested  in  the  trade? 

Mr.  MILHOLLIN.  I  think  they  are  interested  in  the  trade,  and  the 
fact  that  they  have  good  trade  with  us  now,  and  it  is  increasing, 
shows  our  market  is  valuable  to  them. 

Mr.  ACKERMAN.  But  the  point  is,  and  I  won't  belabor  it,  they 
can't  replace  the  U.S.  market,  with  the  difference  between  our 
trade  imbalance  with  them  and  whatever  those  commercial  prod- 
ucts they  might  sell  elsewhere,  as  well  as  an  increase  in  military 
or  nuclear  or  even  nonnuclear  markets. 

Mr.  MILHOLLIN.  It  is  conceivable  that  they  could  decide  that  they 
could  replace  the  U.S.  market  at  a  cost  which  would  be  lower  than 
what  they  were  gaining  by  selling  missiles,  but  I  frankly  think  it 
is  the  opposite,  that  they  would  decide  that  what  they  get  out  of 
selling  missiles  is  smaller  than  the  loss  they  would  sustain  by  los- 
ing the  U.S.  market. 

Mr.  ACKERMAN.  And  loss  of  face,  does  that  have  a  dollar  value 
or  effect? 

Mr.  MILHOLLIN.  That  is  hard  to  answer.  I  am  not  sure.  You  have 
to  put  yourself  in  Chinese  shoes  in  order  to  answer  that  question, 
and  I  don't  believe  I  can  do  that.  If  you  are  talking  about  some- 
thing like  saving  face,  I  prefer  to  defer  to  somebody  who  is  an  ex- 
pert in  Chinese  attitudes. 

Mr.  AcKERMAN.  We  had  an  expert  previously  to  your  panel  who 
testified  about  the  shoes  being  a  little  too  tight,  and  pinching. 

FREE  EMIGRATION 

Let  me  switch  subjects  for  a  moment.  We  won't  keep  you  too 
much  longer.  Some  have  pointed  to  our  relationship  to  the  former 
Soviet  Union  as  far  as  using  MFN  to  motivate  them,  and  cite  that 
as  an  example  of  why  we  should  look  toward  the  model  of  imposing 
MFN  on  the  Chinese,  and  therefore  somehow  change  their  behav- 
ior. 
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Does  the  Chinese  mind  set  work  the  same  way  as  the  Russian 
or  former  Soviet  mind  set  in  the  area  of  this  kind  of  motivation, 
negative  or  positive  motivation?  That  is  number  one. 

And  number  two,  it  seemed  to  me  that  we  did  deny  and  place 
conditions  on  the  restoration  of  MFN  on  the  Soviet  Union.  But  in- 
terestingly enough,  the  conditions  had  nothing  to  do  with  missiles. 
It  had  nothing  to  do  with  the  sale  of  missiles. 

It  had  nothing  to  do  with  the  sale  of  any  product  to  anybody  on 
the  planet.  It  wasn't  conditioned  upon  our  strong  dislike  and  dis- 
taste for  a  system  of  gulags.  It  had  nothing  to  ao,  the  conditions 
we  placed,  had  nothing  to  dfo  with  political  reforms. 

All  of  these  things  possibly  in  their  mind  would  have  threatened 
the  staying  power  of  their  repressive  regime.  And  yet  we  did  not 
put  conditions  on  any  of  that.  The  conditions  we  did  place  had  to 
do  with  free  emigration,  and  indeed  that  was  £in  easy  one  for  them 
to  conform  to.  It  was  an  easy  condition  for  them  to  meet.  And  that 
is  only  because  they  had  a  g^reater  fondness  for  missiles  than  they 
did  for  Jews. 

I  think  what  we  are  talking  about  with  respect  to  China  is  a 
whole  different  set  of  analogies  and  values.  Some  of  the  conditions 
that  we  pose,  and  I  would  like  to  see  them  meet  them,  even  the 
ones  we  are  talking  about  that  we  haven't  thought  about  as  condi- 
tions, because  we  have  a  much  longer  laundry  list  than  are  being 
considered  right  now. 

But  what  we  are  talking  about,  I  think,  if  I  can  put  myself  in 
someone  else's  shoes,  I  might  see  that  as  threatening  my  strong- 
hold that  I  maintained  by  terrible  means  on  the  population.  And 
that  is  something  not  easily  given  up. 

I  welcome  your  comments  on  that. 

Mr.  ROBE^SON.  It  is  a  complicated  question.  Surely  the  Soviet  ex- 
ample is  not  necessarily  one  that  we  should  rely  upon  for  analogy 
in  the  Chinese  case.  As  you  say,  it  is  with  regard  to  emigration 
alone  that  we  condition  MFN  in  the  Soviet  case.  Incidentally,  on 
the  Chinese  side,  the  Chinese  are  bending  over  backwards  to  meet 
the  Jackson-Vanuck  tests.  They  have  all  kinds  of  people  they  are 
willing  to  send  abroad  and  give  passports  to.  They  claim,  with  ac- 
curacy, that  they  are  not  stopping  their  citizens  from  going  abroad, 
but  the  Americans.  We  don't  issue  visas  to  less  than  half  the  people 
who  apply  at  our  consultates  and  embassies  in  China. 

Mr.  ACKERMAN.  I  think  that  is  a  point  very  well  taken.  If  we 
want  to  encourage  people  to  leave,  they  have  to  have  someplace  to 
go.  And  if  they  have  no  place  to  go,  what  is  the  difference  whether 
they  can  leave?  That  is  telling  your  4-year-old  you  can  leave  home 
if  you  want. 

THE  LIMITS  OF  MFN  THREATS 

Mr.  Robinson.  So  the  name  of  the  game,  from  my  point  of  view, 
is  how  long  this  laundry  list  is  going  to  be;  how  many  times  are 
we  going  to  be  able  to  tell  the  Chinese,  if  you  don't  do  this  or  that, 
then  we  don't  give  you  Most  Favored  Nation  (MFN)  treatment. 
How  can  we  load  onto  this  instrument  of  policy  all  the  thingfs  we 
want  to  see  change  in  China?  At  some  point,  in  the  increasingly 
near  term,  the  Chinese  are  going  to  say,  "thus  far  and  no  farther," 
because  they  will  feel  they  are  confronted  with  an  infinitely  regres- 
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sive  policy  on  the  part  of  the  United  States,  and  if  they  give  in  on 
one  issue,  there  will  be  another  one,  and  their  face  will  oe  lost  at 
that  point. 

And  second 

Mr.  AcKERMAN.  Are  you  suggesting,  before  you  get  to  secondly, 
if  I  mav,  on  firstly,  that  they  are  going  to  resist  the  conditionality  r 

Mr.  KOBINSON.  Absolutely.  Absolutely.  Increasingly  so. 

Mr.  AcKERMAN.  And  that  the  conditionality  womd  not  enable  us 
to  reach  our  goals  and  objectives? 

Mr.  Robinson.  That  is  right.  Increasingly  so.  We  might  do  it  this 
year,  depending  upon  the  conditions  set.  We  might  even  do  it  next 
year.  But  at  some  point,  this  instrument  will  be  used  up,  and  then 
we  will  be  forced  to  regard  China  as  an  adversary  rather  than  as 
a  country  that  we  can  work  with.  It  is  a  very  dangerous  game,  if 
we  play  it  too  often,  over  too  long  a  time. 

Mr.  ACKERMAN.  Mr.  Milhollin. 

Mr.  Milhollin.  I  would  say  in  the  case  of  Russia,  that  at  least 
in  our  current  relations  with  the  Russians,  they  have  pretty  much 
agreed  to  play  by  the  general  rules,  that  we  all  know  they  are  hav- 
ing problems,  there  is  a  limited  amount  we  can  expect  from  them, 
but  thev  haven't 

Mr.  AcxERMAN.  The  general  rules  include  the  right  to  sell  sub- 
marines and  warships  and  missiles  to  anybody  that  would  buy 
them? 

Mr.  Milhollin.  Well,  again,  the  Russians  have  not  done  all  the 
things  we  would  like.  They  have  a  missile  deal  with  India  that  we 
protested  and  even  sanctioned. 

Mr.  AcKERMAN.  Would  you  go  back  on  them  for  doing  these 
things? 

Mr.  Milhollin.  No. 

Mr.  AcKERMAN.  You  wouldn't?  You  don't  think  that  would  stop 
them? 

Mr.  Milhollds^.  No,  I  don't  think  what  we  have  done 

Mr.  ACKERMAN.  Would  it  stop  the  Chinese? 

Mr.  Milhollin.  No,  let  me  explain.  I  think  what  they  have  done 
is  not  as  serious  as  what  the  Chinese  have  done  in  terms  of  nuclear 
proliferation.  And  I  think  in  the  future,  they  are  not  going  to  be 
as  much  of  a  threat  either.  I  mean,  I  think  you  can  distinguish 
among  countries  according  to  how  serious  their  export  behavior  is. 
And  I  would  put  China  on  a  different  level  from  Russia. 

Mr.  AcKERMAN.  Because  they  sold  this  material  to  people  that 
we  like  less? 

Mr.  MiLHOLUN.  Well,  because  they  sold  it  around  the  world  for 
a  long  time,  while  promising  not  to,  and  have  continued  up  until 
today,  and  don't  show  any  sign  of  really  changing  their  benavior. 
And  the  Russians  don't  have  that  record. 

Mr.  ACKERMAN.  The  Chinese  have  sold  to  bad  guys  and  the  Rus- 
sians have  sold  exclusively  to  good  guys? 

Mr.  Milhollin.  No,  it  is  a  question  of  degree.  The  Russians  have 
not  done  what  the  Chinese  have  done. 

Mr.  AcKERMAN.  I  guess  it  is  a  question  of  degree  and  frame  of 
reference. 

Mr.  Milhollin.  Well,  it  is.  If  you  just  look  at  Iraq,  a  lot  of  West- 
em  countries  sold  lots  of  bad  things  to  Iraq.  Germany  sold 
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Mr.  AcKERMAN,  We  might  have  been  one  of  them. 

Mr.  MiLHOLLlN.  Pardon  me? 

Mr.  AcKERMAN.  We  might  have  been  one  of  them. 

Mr.  MiLHOLLiN.  We  were  one  of  them.  But  the  Germans  were 
way  out  in  front  of  everyone.  But  I  think  sanctioning  Grermany  for 
that  is  probably  not  useml  at  this  time. 

Mr.  AcKERMAN.  I  appreciate  your  remarks  and  your  opinion.  Let 
me  ask  this  question,  if  I  might.  Some  have  suggested  that  our  ad- 
ministration is  deliberately  delaying  submitting  a  more  conclusive 
report  on  Chinese  missile  transfers  to  Pakistan  because  of  the 
pending  decision  in  Congress  to  extend  MFN. 

How  do  you  assess  that  opinion  by  some? 

Mr.  Robinson.  Without  any  knowledge  to  the  contrary,  it  sounds 
rational  and  reasonable.  They  probably  have  done  that.  I  was  as 
surprised  as  anybody  to  be  confronted  with  the  evidence,  and  it  is 
certainly  embarrassing  to  an  administration  that  wants  to  work 
out  a  new  relationship  with  China,  if  it  can,  to  have  this  come  up 
at  the  present  time.  So  I  suppose  they  have  deliberately  delayed  it. 

However,  this  administration  has  attempted  to  put  the  China 
issue  as  a  whole  back,  in  terms  of  time,  and  in  terms  of  priorities. 
Domestic  priorities  are  first,  then,  as  we  all  know,  and  Bosnia, 
Russia — you  can  name  several  others.  And  they  have  not  got  their 
act  together  fully  with  regard  to  China.  The  trouble  is,  they  cannot 
avoid  the  June  3,  June  4  deadline,  and  this  Pakistan  report  has 
just  come  at  the  wrong  time.  So  I  suppose  they  are  trying  to  push 
it  aside  at  least  as  long  as  they  can. 

Mr.  AcKERMAN.  Any  comment,  Mr.  Milhollin? 

Mr.  Milhollin.  I  can  only  say  what  I  have  heard.  What  I  hear 
is  that  the  Intelligence  Community  has  produced  a  fair  amount  of 
information  on  the  subject,  which  has  not  come  out.  I  have  heard 
that  from  people  who  are  privy  to  it. 

Now,  whether  there  is  a  deliberate  attempt  to  delay  it  beyond  a 
certain  date,  I  don't  know.  But  I  think  given  the  importance  of  this 
decision  and  our  efforts  here  after  a  long  day  to  sort  this  out,  I 
would  say  that  it  would  be  helpful  if  the  admmistration  would  re- 
lease what  it  does  know  so  that  we  can  talk  about  it. 

FAILURE  OF  U.S.  DIPLOMACY 

Mr.  AcKERMAN.  How  would  you  rate  our  American  diplomatic  ef- 
forts as  far  as  trying  to  curb  Chinese  missile  sales? 

Mr.  Milhollin.  I  would  say  that,  so  far,  they  have  probably  well, 
I  would  say  that  over — if  you  look  at  it  over  the  last,  say  12,  13 
years,  they  have  not  succeeded  to  a  degree  that  we  find  acceptable. 
They  probably  have  forced  the  Chinese  to  do  things  more  secretly 
and  they  probably  have  encouraged/persuaded  the  Chinese  to  do 
things  more  slowly  and  scale  back  their  sales. 

But  we  haven't  succeeded  in  stopping  them  and  I  don't  think 
that  our  present  policy  is  going  to  stop  tnem.  We  are  going  to  have 
to  change  our  game. 

Mr.  AcKERMAN.  And  you  think  that  can  be  done  by  denial  of 
MFN? 

Mr.  Milhollin.  I  think  denial  of  MFN  is  one  means  for  doing 
that.  There  may  be  others  that  would  be  also  effective. 

Mr.  AcKERMAN.  Mr.  Robinson. 
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Mr.  Robinson.  I  think  our  efforts  were  fairly  good,  when  we 
caught  the  Chinese,  as  we  did  in  the  Algerian  reactor,  and  in  the 
Pakistani  missile  sale  in  question,  in  what  appeared  to  be  overt 
violations  of  international  agreements.  But  over  the  10-  or  12-year 
period  that  we  are  talking  about,  most  of  the  time  we  were  not 
overly  concerned  about  the  Chinese  sales  because  we  did  not  think 
they  were  terribly  important.  And  we  were  not  concerned  also  be- 
cause we  were  making  much  the  same  kind  of  sales,  at  least  of  con- 
ventional weaponry,  to  places  like  the  Middle  East.  And  we 
thought,  in  the  cases  of  Iran  and  Iraq  during  their  war,  that  the 
Chinese  were  doing  something  that  was  in  our  favor,  so  we  looked 
the  other  way. 

So  our  record  is  not  clean.  But  when  we  found  that  our  interests 
were  fully  involved,  as  in  the  case  of  missile  and  nuclear  technology 
sales,  then  we  have  done  a  reasonably  good  job  of  pressuring  the 
Chinese,  through  diplomatic  measures  and  other  means,  not  nec- 
essarily including  the  MFN  threat, 

Mr.  AcKERMAN.  Well,  we  have  been  here  a  long  time.  I  think, 
Mr.  Milhollin,  vou  made  a  statement  to  the  effect  of  being  friends 
just  for  the  sake  of  being  friends  may  not  have  a  value  and  that 
we  should  indeed  have  a  reason  or  motives  to  be  friends. 

Is  that  relatively  accurate? 

Mr.  Milhollin.  Yes,  I  think  that  is  my  position,  that  is  right.  I 
think — I  am  just  saying  that,  yes,  when  we  evaluate  our  relation- 
ship to  another  country,  just  having  good  relations  in  itself,  to  me, 
is  basically  a  restatement  of  the  problem  rather  than  a  solution  to 
what  you  want  to  do  about  a  coimtrVs  behavior. 

Mr.  AcKERMAN.  Well,  just  an  observation.  I  may  be  right  or 
wrong.  But  it  seems  to  me  that,  by  definition,  friends  don't  declare 
war  on  friends.  I  can't  think  of  too  many  instances  of  that  happen- 
ing. And  that  is  probably  sufficient  reason  to  build  ^iendships  and 
relationships  with  China  and  others  as  well. 

Nonetheless,  we  have  gone  on  6V2  hours  right  now,  I  think  six 
of  which  I  have  been  in  the  chair.  And  no  reprieve  from  the  gov- 
ernor is  coming.  So  on  behalf  of  my  colleagues  and  cochairman,  Mr. 
Lantos,  and  Mr.  Gejdenson  and  myself,  I  wish  to  thank  this  panel 
for  not  only  your  expertise,  but  for  your  extraordinary  patience  and 
the  guidance  that  you  have  given  us  individually  and  for  tlie  record 
that  we  have  created  here. 

So  I  will  now  declare,  on  behalf  of  the  three  subcommittees,  that 
the  hearing  is  adjourned. 

[Whereupon,  at  3:56  p.m.,  the  joint  subcommittees  were  ad- 
journed to  reconvene  at  the  call  of  the  chair.] 
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Mr.  Chairman  and  members  of  the  Committee: 

I  would  like  to  express  my  appreciation  for  this  opportunity  to  present  the  views  of  the 
United  States-China  Business  Council,  a  private  organization  which  represents  over  200 
American  companies  with  interests  in  China  business.  As  a  spokesman  for  the  US 
business  commimity,  I  can  state  unequivocally  that  withdrawing  or  conditioning  MFN 
would  be  a  redpe  for  disaster  for  US  workers,  consumers  and  employers,  in  the  form 
of  over  150,000  lost  jobs,  $8  billion  in  lost  exports,  at  least  $14  billion  in  higher  import 
prices  for  American  consumers  and  would  further  cripple  attempts  by  the 
Administration  to  rebuild  the  economy  and  create  new  jobs. 

We  do  not  oppose  the  objectives  of  supporters  of  statutory  conditions.  In  fact,  we 
applaud  and  share  these  objectives.  But  we  object  to  lumping  all  of  our  grievances  v^rith 
China  under  the  unwieldy,  inflexible  MFN  umbrella.  As  Rep.  Lee  Hainilton  said  in  an 
April  1  speech  to  the  Business  Coalition  US-China  Trade: 

"/  believe  that  imposing  statutory  MFN  conditions  illustrated  many  of  the 
difficulties  inherent  in  Congressional  efforts  to  legislate  foreign  policy.  Diplomacy 
requires  flexibility,  tact,  and  nuance.  Congress  acts  bluntly.  It  votes  yea  or 
nay. ...Given  the  opportunity  to  legislate  policy,  Congress  tends  to  roll  into  its 
deliberations  all  the  issues  and  problems  in  a  foreign  policy  relationship. 
Unnecessary  tensions  are  sure  to  result.  Diplomacy,  on  the  other  hand,  seeks  to 
address  only  those  problems  which  can  be  realistically  negotiated.  Deftness  and 
flexibility  are  exactly  what  is  called  for  in  the  case  of  China,  where  politics  are 
already  fluid  and  will  become  more  so  once  Deng  Xiaoping  dies.  Trying  to  write 
coTuiitions  into  law  in  these  circumstances  would  be  unwise.  The  President  needs 
flexibility  to  implement  policy  at  such  an  uncertain  time." 


In  December  of  last  year,  the  Council  submitted  a  list  of  recommendations  to  the 
President-elect  to  consider  when  forming  his  China  policy.  I  would  Uke  to  take  the  next 
few  minutes  to  explain  some  of  these  suggestions.  We  believe  they  could  form  a  solid 
basis  for  a  tough,  effective  China  policy  that  takes  into  account  our  complex  relationship 
with  China. 
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In  the  area  of  trade: 

US  commercial  policy  must  seek  fairer  terms  of  trade  with  China.  To  this  end,  the 
government  must 

1.  Press  for  further  opening  of  China's  markets,  including  full  implementation  of  die 
market  access  agreement  which  USTR  successfully  concluded  last  year.  USTR  should 
monitor  China's  compliance  with  the  agreement,  and  raise  problems  in  implementation  - 

as  there  are  certain  to  be  -  through  bilateral  consultations.  If  China  does  not  and  will 
not  live  up  to  its  obligatioits,  USTR  may  impose  targeted  sanctions  against  selected 
Chinese  exports. 

2.  Our  trade  negotiators  should  also  use  China's  desire  to  accede  to  GATT  to  ensure 
further  economic  reforms,  greater  market  access,  and  increased  transparency  of  China's 
trade  regime. 

3.  The  US  should  resume  selected  government  programs  suspended  following 
Tiananmen.  Trade  and  Development  Agency  (TDA)  funding  should  be  resumed  for 
feasibility  studies  in  sectors  that  promote  the  well-being  of  the  Chinese  populace  and 
provide  significant  opportvmities  to  US  companies,  such  as  the  environment  and  health 
care.  Similarly,  US  companies  should  be  permitted  to  obtain  insurance  from  the 
Overseas  Private  Investment  Corporation  (OPIC)  for  China  projects. 

4.  The  US  should  ensure  that  its  G-7  allies  honor  OECD  guidelines  limiting 
concessionary  aid  to  commercially  viable  projects  in  China. 

Before  moving  on  to  the  other  areas  of  concern,  I  would  like  to  clarify  one  point 
regarding  benefits  of  our  China  trade.  China  trade  does  not  cost  American  jobs.  Rather, 
the  products  we  import  from  China  -  most  of  which  are  low-tech,  low-end  consumer 
goods  -  would  be  imported  from  other  relatively  low-wage  coimtries  like  Thailand,  the 
Philippines,  Indonesia  and  Mexico  if  MFN  were  to  be  withdrawn.  On  the  other  hand, 
MFN  withdrawal  would  cost  thousands  of  American  jobs  in  the  aerospace, 
telecommunications,  computer  and  other  sectors. 

China  is  the  fastest  growing  major  export  market  for  the  United  States.  Last  year,  the 
US  sold  roughly  $7.5  billion  worth  of  products  to  China,  an  increase  of  19%  over  the 
previous  year.  This  year,  the  Council  estimates  US  exports  will  surpass  $10  billion,  an 
increase  of  over  20%.  These  exports,  based  upon  US  Customs  statistics,  are 
conservatively  estimated  to  support  about  170,000  high  wage  jobs  in  the  US.  These  jobs 
-  which  are  in  agriculture,  manufacturing  and  research  in  high  tech  industries  -  are 
critical  to  the  strength  and  growth  of  the  US  economy. 

One  need  look  no  further  than  the  airline  industry  to  understand  the  critical  importance 
the  China  market  represents  to  US  industry,  jobs,  and  global  competitiveness.  Last  year, 
US  aerospace  companies  sold  over  $2  billion  worth  of  aircraft,  parts  and  components  to 
China,  supporting  over  40,000  jobs.  China  represents  one  of  the  world's  orUy  growing 
major  markets  for  aircraft.    US  manufacturers  Boeing  and  McDonnell  Douglas  have 
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maintained  a  virtual  monopoly  on  China's  purchases  of  foreign  aircraft,  accounting  for 
76%  of  all  Chinese  purchases.  Without  a  doubt,  a  targeted  withdrawal  of  MFN  would 
lead  China  to  purchase  Airbus,  at  the  substantial  cost  of  thousands  of  jobs  at  Boeing  and 
McDonneU  Douglas. 


In  the  area  of  human  rights: 

We  believe  that  systemic  {political  reform  in  China  will  not  come  about  in  response  to 
conditions  imposed  from  Washington.  Reed  change  will  result  from  the  efforts  of  the 
Chinese  people  within  China  -  working  for  their  own  self-interests.  Foreign  trade  and 
investment  fosters  these  developments  by  empowering  economic  interests  outside  the 
state  system;  by  generating  pressure  to  decentralize  economic  and  financial  decision 
making  authority;  by  stimulating  the  development  of  factor  markets  in  labor,  capital, 
housing,  raw  materials,  and  finished  products;  and  by  nurturing  the  development  of  a 
true  middle  class,  where  none  existed  before. 

However,  in  the  short  term,  more  can  be  done  to  advance  the  human  rights  objectives 
of  the  US  government.  The  US  government  should: 

1.  Hold  China  to  its  human  rights  commitments.  China  is  a  party  of  several 
international  conventions  and  protocols  addressing  human  rights  -  such  as  the  United 
Nations  Convention  Against  Tortiire  and  Other  Cruel,  Inhuman  or  Degrading  Treatment 
or  Punishment,  and  as  a  member  of  the  UN  is  obligated  to  uphold  others  such  as  the 
Universal  Declaration  of  Human  Rights.  The  US  government  should  work  through 
relevant  institutions  such  as  the  UN  Human  Rights  commission  and  the  International 
Labor  Organization  to  address  human  rights  abuses  and  labor  violations  to  the  world's 
attention  and  press  for  these  abuses  to  stop. 

2.  Work  to  establish  a  bilateral  human  rights  commission  to  address  our  concerns  for  the 
continue  abuse  of  humem  rights  in  China.  This  would  provide  a  regular  forum,  like  the 
Joint  Commission  on  Commerce  and  Trade  (JCCT)  does  for  trade  related  issues,  through 
which  we  could  discuss  our  concerns  and  ensure  they  were  being  heard  on  a  regular 
basis  and  at  appropriate  levels. 

3.  Closely  monitor  and  ensure  full  implementation  of  the  memorandum  of 
understanding  prohibiting  the  export  of  products  made  by  prison  labor. 

4.  Press  Beijing  to  permit  the  International  Red  Cross  access  to  political  prisoners  in 
China. 

5.  Expand  cultural  and  educational  exchanges  including  programs  such  as  the  Fullbright 
awards.  Peace  Corps  in  China,  and  the  continued  acceptance  of  large  numbers  of 
Chinese  students  and  scholars  in  institutions  of  higher  learning  in  the  US.  We  must 
recognize  that  the  beneficiaries  of  these  programs  are  the  future  leaders  of  China,  and 
we  should  make  every  effort  to  enhance  their  understanding  of  the  outside  world  and 
its  institutions. 
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6.  Strive  to  reduce  and  eliminate  travel  and  communication  restrictions  between  the  US 
and  China,  such  as  the  jamming  of  VOA  broadcasts.  The  US  government  should  further 
consider  expanding  VOA  programming  to  China,  an  option  more  timely  £md  cost- 
effective  than  setting  up  an  entirely  new  broadcasting  operation. 


In  the  area  of  weapons  proliferation: 

US  policy  should  recognize  the  importance  of  including  China  in  global  efforts  to  control 
the  proliferation  of  conventional  and  nuclear  weapons  and  technologies  and  seek  to: 

1.  Ensiire  China's  adherence  to  the  principles  of  the  Missile  Technology  Control  Regime 
(MTCR),  and  the  Non-Proliferation  Treaty,  and  enforce  all  sanctions  stipulated  under  US 
trade  laws  if  they  are  found  to  be  in  noncompliance. 

2.  Press  China  to  join  additional  multilateral  institutions  established  to  control  the 
proliferation  of  weapons  of  mass  destruction,  such  as  the  Nuclear  Supplier  Safeguards 
Treaty. 

In  sum,  let  me  again  urge  you  and  your  colleagues  to  consider  the  full  implications  of 
our  China  poUcy.  Our  interests  with  China  cover  a  broad  range  of  issues.  On  some  of 
these  issues  we  converge,  on  others  we  do  not.  This  is  natural.  We  need  a  China  policy 
that  reflects  the  complexity  of  the  relationship,  and  provides  the  Administration  the 
flexibility  to  narrow  our  gaps  with  China  in  the  days  and  years  ahead.  We  believe  the 
MFN  threat  increasingly  is  becoming  uncredible,  ineffective,  and  inappropriate,  and  we 
urge  Congress  and  the  Administration  to  utilize  more  targeted  -  and  thus  effective  tools 
for  dealing  with  China. 

In  dosing,  I  would  like  to  quote  from  a  "Dear  Colleague"  letter  which  is  now  circulating 
under  the  signatures  of  Chairman  Lee  Hamilton,  Rep.  Robert  Matsui,  Rep.  Michael 
Kopetski,  Rep.  Jim  McDermott,  and  Rep.  Jim  Leach. 

"Threatening  to  withdraw  MFN  unless  statutory  cx}nditiotts  are  met  is  likely  to 
be  counterproductive  from  both  a  national  security  and  economic  perspective. 
Congress  can  play  a  productive  role  m  building  a  consensus  behind  a  better, 
stronger  China  policy.  We  believe  that  our  approach  can  actually  lead  to  results. " 


Thank  you  for  inviting  me  to  testify  here  today. 
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SUBCOMMITTEES  OF  THE  HOUSE  FOREIGN  AFFAIRS  COMMITTEE 

ON 

UNITED  STATES  TRADE  POLICY  TOWARDS 

THE  PEOPLES'  REPUBLIC  OF  CHINA 

May  20.  1993 

Mr.  Chairmen  and  members  of  the  Subcommittees,  on  behalf  of  the  AFL-CIO.  I 
thank  you  for  the  opportunity  to  share  our  views  on  the  United  States  trade  relationship 
with  the  People's  Republic  of  China. 

Simply  stated,  the  AFL-CIO  has  unequivocally  opposed  ~  and  will  continue  to 
oppose  --  any  extension  of  Most  Favored  Nation  trade  benefits  to  communist  China. 

During  this  period  of  debate,  you  will  hear  many  persuasive  arguments  by  American 
corporations  that  they  will  be  injured  by  the  revocation  of  China's  MFN.   We  do  not 
dispute  these  claims.   It  is  not  uncommon,  however,  for  U.S.  business  interests  and  the 
American  national  interest  to  be  at  odds.    It  is  the  American  national  interest  that  should 
be  at  issue,  and  it  is  the  American  national  interest  that  will  be  harmed  if  MFN  for  China  is 
continued. 

This  is  a  nation  of  laws,  and  under  the  law,  China  is  ineligible  to  receive  these 
benefits.   Title  IV  of  the  Trade  Act  of  1 974,  as  amended,  states  that  any  country  with  a 
"non-marl<et"  economy  must,  among  other  things,  permit  freedom  of  emigration  in  order  to 
receive  MFN  privileges.   The  scores  of  Chinese  students,  intellectuals  and  workers  who 
have  fled  to  our  shores  in  fear  of  their  lives  --  and  without  exit  visas  --  can  attest  to  the 
limits  of  China's  emigration  policy. 

As  in  the  past,  however,  the  proponents  of  MFN  for  China  will  argue  that  law  and 
morality  should  be  overlooked  in  the  interest  of  reaipolitik  and  corporate  profit. 
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One  argument,  in  the  words  of  former  President  Bush,  is  that  MFN  will  promote 
"the  cause  of  privatization  and  human  rights  in  China."   Whether  this  strategy  --  all  carrot 
and  no  stick  --  is  called  "appeasement"  or  "constructive  engagement,"  it  has  had  little 
historical  success.   In  fact,  recent  history  proves  that  it  is  the  denial  of  trade  privileges  to 
dictators  that  can  help  to  advance  the  cause  of  democracy  and  human  rights.    Look  at 
what  happened  in  the  former  Soviet  Union.    Look  at  what  happened  in  Chile.   And  look  at 
what  is  happening  in  South  Africa. 

China,  on  the  other  hand,  has  had  MFN  since  1980  and  is  said  to  be  "reforming" 
itself.    Its  rulers  hold  onto  power  by  denying  citizens  even  the  most  basic  of  rights.   They 
govern  through  prolonged  detention  without  trial,  forced  labor,  religious  persecution,  and 
the  crushing  of  independent  worker  and  student  organizations.   People  can't  vote.  Workers 
don't  have  the  freedom  to  organize  into  real  unions.   Those  who  dare  to  speak  out  are 
banished,  jailed,  tortured  or  re-educated.    Some  are  killed. 

Chinese  citizens  who  tested  this  system  four  years  ago  in  Tiananmen  Square  found 
out  the  hard  way  just  how  "reformed"  their  government  really  is.   When  the  tanks  rolled  in 
--  after  nine  vears  of  MFN  for  China  --  the  leaders  of  the  Beijing  regime  were  not  thinking 
of  trade  benefits  from  the  West.   They  were  thinking  about  their  own  survival. 

After  the  dust  had  settled  and  the  student  and  worker  activists  had  been  killed  or 

carted  off  to  the  laogais,  the  regime  once  again  turned  its  attention  to  MFN,  but  again, 

only  as  a  matter  of  its  own  survival.    A  1990  front-page  article  in  China's  People's  Daily 

newspaper  explained  the  tactic  quite  clearly: 

"For  political  needs,  Marx  once  said,  we  can  even  form  an  alliance  with  the 
monster.  The  problem  is  we  should  lead  the  monster  by  the  nose  rather  than 
the  other  way  around.  Let  us  always  remember  these  remarks  by  the 
revolutionary  teacher." 

The  West  has  proven  to  have  a  very  long  nose. 
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Discredited  by  their  own  people  and  desperate  for  hard  currency,  China  permitted 
the  establishment  of  an  American  Chamber  of  Commerce  in  Beijing.   They  promoted  the 
establishment  of  joint  ventures  which,  with  very  few  exceptions,  operate  under  strict 
guidelines  from  the  State,  dictating  that  a  large  percentage  of  their  production  be  sold 
abroad.   This  policy  --  coupled  with  thriving  exports  in  the  weapons  of  mass  destruction  to 
countries  hostile  to  the  United  States  --  has  helped  the  regime  amass  over  $40  billion  in 
foreign  reserves.   In  turn,  these  reserves  were  used  to  purchase  advanced  weapons  and 
technology  --  and  lately,  to  promise  the  purchase  of  a  wide  variety  of  American  products, 
in  order  that  a  greater  number  of  U.S.  businessmen  would  plead  their  case  to  you. 

Sadly,  this  cynical  attempt  to  bribe  the  nation  does  not  just  pertain  to  a  trade  in 
goods,  but  also  to  a  trade  in  human  lives.   Shortly  before  every  congressional  vote  on 
MFN,  China  releases  a  certain  number  of  political  prisoners  whose  names  are  known  and 
whose  fate  is  followed  in  the  West.   The  fact  that  a  greater  number  of  political  prisoners 
are  detained  every  year  goes  largely  unreported. 

Some  will  tell  you  that  Beijing's  willingness  to  accept  our  currency  and  hear  our 
humanitarian  pleading  represents  a  great  breakthrough  for  freedom.   We  tell  you  that 
China's  dictators  have  happily  taken  our  money,  and  have  used  it  to  help  maintain  control 
over  their  markets,  as  well  as  their  people. 

Last  year,  the  U.S.  trade  deficit  with  China  stood  at  $18  billion,  second  only  to  our 
deficit  with  Japan.    By  some  estimates,  every  $1  billion  of  that  deficit  represents  20,000 
fewer  jobs  for  American  citizens. 

Already,  our  pattern  of  trade  has  shifted  from  one  of  selling  high-technology  goods 
to  a  low-wage,  low-tech  market,  to  one  of  buying  goods  made  with  our  technology  back 
from  a  high-tech,  low-wage  market.   Boeing,  McDonnell  Douglas,  Hughes  Aircraft,  United 
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Technologies,  AT&T  --  these  are  only  a  few  of  the  U.S. -based  multinationals  that  have 
begun  to  transfer  technology  and  well-paid,  high-skilled  American  jobs  to  China.  These 
jobs,  now  under  threat,  are  precisely  those  that  President  Clinton  has  rightly  discussed  as 
critical  to  the  future  health  of  the  American  economy. 

In  the  swirling  debate  over  trade,  markets  and  strategic  interests,  there  are  many 
who  have  tried  to  find  middle  ground.   Certainly,  we  would  concede  that  something  is 
usually  better  than  nothing,  and  that  the  Mitchell/Pelosi  compromise,  attaching  conditions 
to  MFN  renewal,  is  better  than  the  status  quo.   For  those  who  support  this  compromise, 
however,  we  issue  a  word  of  caution.   In  order  to  verify  compliance  ~  either  with 
agreements  China  signs  or  with  conditions  you  impose  -  you  will  find  yourselves  relying 
on  the  honor  and  goodwill  of  tyrants. 

Events  within  the  last  week  have  proven  just  how  hazardous  this  reliance  can  be. 
Last  Friday,  U.S.  intelligence  officials  informed  members  of  the  Senate  Foreign  Relations 
Committee  that,  disavowals  to  the  contrary,  there  is  evidence  that  the  Chinese 
government  continues  to  ignore  its  agreement  on  weapons  proliferation  -  this  time  by 
selling  components  of  M-1 1  ballistic  missiles  to  Pakistan. 

Just  two  days  ago,  the  Laogai  Research  Foundation  revealed  that  Beijing  is  finding 
new  and  inventive  ways  to  circumvent  its  Memorandum  of  Understanding  on  Prison  Labor. 
Goods  made  with  slave  labor  are  being  shipped  to  us  through  subsidiaries  in  Hong  Kong, 
the  names  of  known  prison  factories  are  being  altered,  the  brand  names  of  products  are 
being  changed  to  correspond  with  those  from  non-prison  factories,  and  new  links  with 
legitimate  businesses  are  being  made,  including  U.S. -owned  enterprises.   (The  Laogai 
Research  Foundation's  report  giving  documentary  evidence  is  being  submitted  as  a  part  of 
my  written  testimony,  and  Hongda  Harry  Wu,  the  Foundation's  executive  director,  and 
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Jeffrey  Fiedler  of  the  AFL-CIO's  Food  and  Allied  Service  Trades  Department  are  here  to 
answer  any  questions  you  may  have  about  China's  slave  labor  system  and  U.S.  imports  of 
these  products.) 

The  fact  is,  as  long  as  China  remains  closed  and  unfree,  no  memorandum, 
agreement,  statement  of  conditions,  or  other  piece  of  paper  can  or  will  be  enforced. 

In  addition,  the  American  labor  movement  questions  the  morality  of  the  exemption 
for  U.S. -based  corporations  which  is  contained  in  this  compromise.   If  it  is  wrong  for 
tyrants  to  profit  from  repression,  is  it  any  less  wrong  because  they  agree  to  share  these 
profits  with  American  businessmen? 

After  all,  somewhere  buried  under  the  discourse  of  what  is  good  or  bad  trade  and 
foreign  policy,  is  there  not  a  basic  question  about  what  is  right  and  what  is  wrong? 

Aren't  the  ideals  of  democracy,  justice  and  basic  human  decency  worth  something 
more  than  the  profits  of  a  few,  derived  from  the  repression  and  exploitation  of  a  billion 

people? 

We  think  so.   And  we  believe  that  the  enforcement  of  our  trade  laws  should  reflect 
a  commitment  to  the  advancement  of  human  rights.   We  believe  in  this  because  practical 
idealism  has  proven  to  work  better  than  unprincipled  "pragmatism"   ~  and  because  in 
foreign,  domestic  or  any  other  type  of  policy,  it  is  what  the  United  States  of  America  is 
supposed  to  stand  for. 

Now  is  the  time  to  stand  on  principle  and  do  what  is  right.  The  AFL-CIO  is  ready  to 
work  with  the  Congress  and  the  administration  to  develop  a  strong,  principled  response  to 
continued  Chinese  repression.   The  strongest  response  --  the  right  response  --  is  to  stop 
the  travesty  of  extending  Most  Favored  Nation  status  to  the  People's  Republic  of  China. 
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TESTIMONY  BEFORE  CONGRESSIONAL  FOREIGN  AFFAIRS  COMMITTEE 

BY 
JAMES  A.  LILLEY 
The  Chinese  leadership  is  making  a  major  effort  to  modernize  its  armed  forces. 

Naval  and  air  power  are  being  given  priority,  as  well  as  a  rapid  deployment  force  fh)m  the 

PLA.   The  emphasis  is  on  power  projection.   This  is  a  major  shift  from  the  large  defensive 

land  forces  which  the  Chinese  were  using  from  1965  through  the  mid  1980s  to  defend  the 

homeland  against  Soviet  aggression,  the  primary  threat  at  that  time. 

The  deterioration  of  Soviet  military  power  in  the  Far  East  and  the  riq)prochement 
between  Russia  and  China  which  came  with  the  rise  of  Gorbachev  have  allowed  the  Chinese 
to  switch  their  emphasis  from  defence  of  their  northern  border  to  power  projection  to  the  east 
and  south.   The  United  States'  withdrawal  from  the  Philippines  and  its  gradual  reduction  of 
force  levels  in  East  Asia  has  provided  the  Chinese  room  to  extend  their  naval  reach. 

China  has  its  own  sovereign  territorial  claims  over  Taiwan,  Hong  Kong,  the  Senkaku 
Islands  in  the  East  China  Sea,  and  the  Spratleys  in  the  South  China  Sea.   In  the  Chinese 
view,  their  threats  to  use  force  to  recover  these  "lost  territories"  are  not  expansionist  but  an 
historical  sovereign  claim  being  exercised. 

The  Russian  deterioration  and  the  U.S.  withdrawal  offer  an  unprecedented  opportunity 
for  China  to  strengthen  its  relative  position  in  East  Asia.    The  current  availability  of  Russian 
hardware,  personnel,   and  technology  at  cut  rate  prices  is  a  bonanza  which  puts  a  military 
capability,  previously  denied  to  China,  in  its  hands.    China  cannot  only  now  get  an  unlimited 
supply  of  conventional  arms  but  also  can  shore  up  up  its  nuclear  weapons  program  and  its 
long-range  missiles,  modernize  its  submarine  propulsion,  and  develop  its  air  refueling.   The 
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specter  of  a  remilitarized  Japan  and  a  resurgent  nationalistic  Russia  are  enough  justification 
for  China  to  pursue  these  programs.' 

China's  strong  economic  growth  has  guaranteed  the  hard  currency  to  allow  for  their 
large  military  purchases.   These  purchases,  especially  of  we^wns  of  mass  destruction,  are 
hard  to  track  because  much  of  it  appears  concealed.   The  Chinese  want  to  get  along  with 
their  Asian  neighbors,  hence  revelations  about  their  military  modernization  program  are 
unwelcome. 

In  the  near  future,  Chinese  conventional  military  build-up  does  not  pose  a  serious 
threat  to  the  United  States  or  its  interests.   The  United  States  and  its  allies  have  enough 
military  power  to  cope  with  Chinese  conventional  forces  on  the  high  seas  or  in  the  air. 
However,  Chinese  acquisition  of  a  much  improved  weapon  of  mass  destruction  capability  is  a 
much  greater  concern.   This  not  only  violates  existing  agreements,  the  MTCR  and  the  NPT 
which  China  has  agreed  to,  but  it  also  could,  in  the  long  term,  threaten  U.S.  vital  interests  in 
the  Pacific. 

China  could  also  proliferate  these  these  weapons  and  technologies  to  powers  unfriendly  to 
the  United  States.   There  is  evidence  that  in  the  past,  China  has  done  just  this  with  Iran  and 
Syria  as  well  as  with  Pakistan. 

Now,  for  a  closer  examination  of  some  of  the  key  elements  in  China's  military 
modernization. 

1.  Strategic  Tradition  of  Concealment 

First,  it  must  be  understood  that  Chinese  concealment  of  military  capability  is  a  deep-rooted 
strategic  tradition  as  well  as  a  well-documented  practice.  "The  treasures  of  a  nation  should 
not  be  shown  to  foreigners"  said  6th  century  B.C.  philosopher  Lau  Tzu  who  inspired  the 
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strategist  Sun  Tzu  (circa  515  B.C.).  The  latter  stated  in  his  Art  of  War  (read  by  many  U.S. 
soldiers  upon  General  Schwartzkopfs  recommendation  during  the  1991  Gulf  War):    "when 
capable,  feign  incapacity. "   Through  a  combination  of  massive  secretiveness,  concealment, 
and  cryptic  or  redundant  revelation,  the  strat^ist  creates  ambiguity  in  the  enemy's 
perception  leading  eventually  to  his  miscalculation.    "Attacking  the  mind  is  superior  to 
attacking  fortifications''  said  Kong  Ming  (181-234  A.D.),  who  echoed  Sun  Tzu's  ^horism, 
"the  highest  form  of  attack  aims  at  the  enemy's  strat^y."  The  PRC  b^an  its  nuclear 
we^wns  program  in  the  mid-1950s  when  Mao  publicly  disparaged  atom  bombs  acquired  by 
the  United  States  as  'paper  tigers." 
n.        Concealment  of  Beiiine's  Defense  Budget 

According  to  PRC  Foreign  Minister  Qian  Qichen's  comment  on  March  23,  1993, 
China's  defense  budget  for  1993  is  $7.3  billion,  amounting  respectively  to  less  than  3  percent 
and  20  percent  of  those  of  the  United  States  and  Japan.   However,  a  list  of  items  contained 
in  Western  defense  budgets  are  excluded  in  China's  account,  the  real  amount  of  which, 
according  to  U.S.  sources,  is  two  to  three  times  the  publicized  figure.   Some  of  the  missing 
items  are  as  follows: 

(1)  Military  research  and  development  expenditure  is  included  in  the  budget  of  the  State 
Council  as  civilian  governmental  expenses.   The  nuclear  weapons  program,  for  example,  is 
subsumed  by  the  Ministry  of  Energy;   ballistic  missiles  and  war  planes  by  the  Ministry  of 
Space  and  Aerospace;   warships  by  the  Ministry  of  Transportation;   and  weapons  such  sa 
tanks  and  guns  by  the  Ministry  of  Electronics. 

(2)  Revenues  from  China's  arms  sales,  which  have  amounted  to  billions  of  dollars. 
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(3)       Proceeds  of  the  growing  civilian  economic  activities  undertaken  by  the  People's 
Liberation  Army  (PLA)  since  1983,  including  sales  of  consumer  products,  leasing  of  military 
facilities  such  as  wharves  and  warehouses,  rental  of  military  labor  such  as  pilots  for  civilian 
airlines,  and  rental  of  military  equipment  such  as  helicopters  for  tourist  companies  as  well  as 
for  hotel  and  real  estate  investment. 

(4)  Subsidies  and  fringe  boiefits,  such  as  housing  and  medical  services,  for  the 
soldiers.  Comparatively  low  salaries  for  the  conscripts  rq)resent  a  deflated  figure  for  the 
value  of  service  in  western  terms. 

(5)  Expenditures  for  the  massive  militia,   for  civilian  PLA  employees  that  came 
into  existence  in  1988,  and  for  the  People's  Armed  Police  (PAP)  forces  that  have  been 
trained  and  equipped  for  field  combat  in  addition  to  police  duties. 

(6)  Extra-budgetary  funding  for  arms  purchases  such  as  those  of  Sukhoi-27  from 
Russia. 

III.       Persistent  Resolve  on  Militarv  Modernization 

In  December  1978,  Deng  Xiaoping  officially  launched  China's  military  modernization 
both  this,  in  fact,  stemmed  from  his  much  earlier  Central  Directive  18  in  197S  which  called 
for  a  streamlined  modem  fighting  force.    Despite  the  reduction  of  its  defense  budget  and  the 
lowering  in  priority  of  its  military  modernization  in  the  1980s,  Beijing's  determination  to 
build  up  its  defense  did  not  waver. 

In  June  198S,  the  PLA  announced  a  shift  from  a  strategy  of  fighting  a  big  nuclear  war 
(against  the  Soviet  Union)  to  a  strategy  of  "peaceful  construction"  an  of  fighting  regional 
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wars.   Such  an  announcement  of  an  apparent  reduction  in  the  magnitude  of  strategic 
objectives  did  not  correspond  to  a  reduction  of  strategic  resolve. 

Preparing  for  local  wars  did  not  mean  abandoning  the  eventual  development  of  greater 
capabilities.   The  April  1987  PLA  News  explained: 

When  forecasting  the  international  situation  between  2011  and  2021,  our  national 
defense  development  strategy  should  be  based  on  fighting  m^or  wars... If  we  hope  that  the 
anti-aggression  wars  in  the  next  century  will  be  fought  on  a  small  scale  or  medium  scale,  we 
must  prepare  ourselves  for  large-scale  wars;  and  only  thus  can  we  better  cope  with  small- 
scale  and  medium  scale  wars." 

In  April  1988,  the  PLA  Chief  of  the  General  Staff,  Chi  Haotian,  stated  in  an 
interview:    'Whatever  the  advanced  foreign  armies  already  have,  we  will  acquire;  whatever 
they  do  not  have,  we  will  also  acquire. 

In  March  1989  Beijing  reversed  the  declining  tendency  of  its  defense  budget  since 
1979,  and  b^an  a  trend  of  double-digit  defense  budget  increases  every  year.   By  March 
1993,  the  published  PLA  budget  had  grown  a  cumulative  90  percent  over  five  years  while 
most  of  the  rest  of  the  world,  including  the  United  States  and  the  former  Soviet  Union,  were 
making  drastic  cuts. 

Given  the  projection  of  China's  robust  economy,  the  upward  trend  of  its  defense 
expenditures  will  probably  continue  into  the  next  century.   The  savings  from  the  ongoing 
quantitative  reduction  of  the  PLA  will  further  enhance  the  accompanying  qualitative 
improvement  of  its  capabilities. 
IV.       Projection  Force 
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In  March  1988,  Deputy  PLA  Navy  Commander  Admiral  Zhang  Xusan  revealed  that 
China's  naval  strategy  had  shifted  from  a  "coastal  defense"  to  a  "near-sea"  defense"  (jinhai 
fangyu).  On  April  19,  1993,  Radio  Moscow  reported  Russia's  massive  arms  sales  to  China, 
including  72  Sukhoi-27  fighters  and  four  Backfire  bombers,  while  commenting  that  China's 
air  and  naval  strategy  was  evolving  from  a  "near-sea  and  aerial  territory  defense"  to  an 
"outer-sea,  oceangoing  offensive  capability."  China's  development  of  a  Projection  Force  is 
perh^s  the  most  salient  feature  of  its  military  modernization. 

The  PLA  Navy,  continuously  strengthened  with  more  sophisticated  guided  missiles 
and  submarines,  has  also  actively  improved  its  amphibious  and  airborne  capabilities.   It 
reestablished  its  Marine  Corps  in  May  1980,  and  by  June  1977,  had  formed  a  15,000  man 
Rapid  Reaction  capable  of  landing  anywhere  by  parachute~be  it  desert,  jungle,  or  swamp-  in 
Chinese  territory,  (as  defined  by  Beijing),  within  twenty  hours.    In  recent  years,  PLA 
amphibious  and/or  airborne  exercises  conducted  outside  China  (In  the  West  Pacific  and  South 
China  Sea)  have  increased:    at  least  four  in  1989,  four  in  1990,  and  ten  in  1991. 

Between  1980  and  1988,  more  than  80  percent  of  the  PLA  Navy's  fleet  commanders 
and  more  than  100  warships  underwent  long-range  oceangoing  training.    Chinese  naval  ships 
retrieved  a  full-range  ICBM  in  the  South  Pacific  in  May,  1980,  reached  Antarctica  in 
November  1984,  and  sailed  the  Indian  Ocean  for  the  first  time  in  November,  1985.    In 
addition,  the  PLA  Navy  has  strengthened  its  combined  arms  and  supply  capabilities.    In 
1986,  Chinese  naval  air  force  long-range  bombers  made  their  debut  flight  over  the  Pacific. 
In  early  1987,  the  Navy  conducted  an  unprecedented  exercise  when  one  auxiliary  vessel 
simultaneously  provided  supplies  to  three  warships. 
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China's  buildup  of  its  Projection  Forces  has  major  implications  for  the  r^ional 
balance  of  power.   It  is  a  trend  that  the  United  States  must  deal  with.  This  can  be  done  in 
two  ways.   First,  the  United  States  must  maintain  forward  deployed  forces  at  a  level  to  cope 
with  contingencies  in  East  Asia.  This  is  spelled  out  in  the  1992  Dqnrtment  of  Defense 
document  *A  Strategic  Frameworic  for  the  Asian  Pacific  Rim."  This  calls  for  a  troop  level 
of  approximately  100,000  in  1995  and  beyond,  one  carrier  battle  group  home-based  in  Japan, 
and  roughly  2  1/2  air  wings.   Second,  the  United  States  should  continue  to  equip,  train  with, 
and  plan  with  our  friends  and  allies  in  the  area.   We  have  many  friends:   we  need  to  keep 
them  and  strengthen  our  ties  to  them. 

V.      Weapons  of  Mass  Destruction 

China's  ongoing  nuclear  weapons  program  has  brought  Beijing  a  survivable  strategic 
nuclear  deterrent  with  ICBMs  that  can  reach  the  continental  United  States,  as  well  as  a 
budding  tactical  nuclear  deterrent  with  miniaturization  of  warheads.   There  is  evidence  that 
nuclear  force  is  being  improved  and  modernized  with  Russian  input.   Beijing's  nuclear 
deterrent,  though  now  limited  in  sophistication  and  magnitude  by  Western  standards,  can 
nonetheless  complicate  our  strategic  calculus  around  China's  periphery. 

In  addition  to  the  outflow  of  nuclear  weapons  technology  from  China  to  other  Third 
World  countries  and  the  current  inflow  of  advanced  missile  and  warhead  technology  from 
Russia  to  China  are  a  challenge  to  global  security.   There  is  evidence  that  middle  eastern  and 
south  asian  countries  are  recipients  of  missiles  and  missile  technology  from  China  from 
China  which  surpass  MTCR  statements.   It  is  essential  to  implement  the  agreement  signed  by 
China  and  gain  international  support  for  this  effort. 
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Members  of  the  Committee  and  Ladies  and  Gentlemen: 

Thank  you  for  asking  me  to  address  the  political  situation  in  China 
and  the  extent  to  which  U.S.  policy  impacts  upon  the  human  rights  situation  in 
China. 

Because  China  is  the  only  Communist  country  today  with  rapid 
economic  growth  and  a  relatively  stable  society,  many  seem  to  believe  that  a 
miracle  is  happening  there.   As  a  result,  some  people  in  the  West  are  saying:  "Let 
Deng  Xiaoping  and  his  colleagues  do  their  job.    Do  not  interfere,  do  not  press 
them  on  political  reform.   As  it  is.  China  will  soon  catch  up  with  Asia's  Tour 
Little  Dragons.*"   But  is  this  true?   Or  does  contemporary  China  present  a  more 
complex  reality  than  current  media  reports  seem  to  suggest?  The  world  has 
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seldom  seen  a  country  as  complex  and  contradictory,  as  hard  to  fathom  as  Giina. 
\\t  least  twice M- during  the  1950s  and  again  during  the  Cultural  Revolution  of  the 
1960s  --  many  Westerners,  even  Sinologists,  were  deceived  by  China's  outward 
appearances. 

After  June  4,  1989,  the  Chinese  Communist  Party  tightened  its 
control  over  the  media  and  toughened  its  news  embargo,  making  it  more  difficult 
than  ever  to  understand  the  true  situation  there.   With  today's  repressive  climate 
in  Beijing,  the  danger  is  even  greater  than  it  was  in  1989  that  the  Chinese 
government  can  succeed  in  masking  problems  from  the  West  and  from  its  own 
citizens. 

Beneath  China's  surface  calm,  I  believe  there  are  severe  and  growing 
political,  social  and  regional  tensions.   Many  of  the  root  causes  of  the  1989 
protests  --  corruption,  nepotism,  human  rights  abuses  --  have  worsened.  On  the 
economic  front,  the  phenomenal  growth  of  the  private,  collective  and  local  sectors 
undermines  the  central  government,  while  Beijing  is  left  with  its  unprofitable 
states  enterprises  and  the  threat  of  renewed  inflation.   As  these  changes 
accelerate,  an  accurate  understanding  of  complex  Chinese  realities  becomes  more 
difficult.   Yet  to  grasp  China's  true  situation  and  discern  its  ongoing  trends  is 
extremely  important  both  to  the  Chinese  themselves  and  to  the  outside  world. 

China  is  entering  a  crucial  period  of  political  succession.   Legally,  last 
year's  14th  Party- Congress  marked  the  completion  of  a  transition  of  power  from 
one  generation  to  the  next.    However,  it  is  a  poorly  kept  "state  secret"  that  the 
current  leader  Jiang  Zemin's  power  comes  from  Deng  Xiaoping  himself.   Within 
the  next  two  or  three  years,  the  factional  infighting  over  power  after  Deng  will  be 
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occurring  against  the  background  of  a  society  whose  grassroots  problems  are 
already  mucttmore  acute  than  in  1989.   The  combination  of  certain  leadership 
changes  at  the  top  and  of  strong  pressure  for  political,  economic  and  social 
change  throughout  society  presents  unprecedented  opportunities  and  dangers. 
The  next  few  years  could  well  see  genuine  movement  towards  a  more  democratic 
China.  They  could  also  witness  a  period  of  dangerous  instability.  They  certainly 
will  not  see  a  continuation  of  the  status  quo. 

The  U.S.  has  a  important  role  to  play  in  the  next  few  years  which  are 
critical  years  for  China.   China's  economic  growth  will  continue  to  expand  but  will 
be  accompanied  with  many  problems.   At  the  same  time,  China  will  be 
experiencing  a  succession  struggle  which  has  the  potential  to  change  the  face  of 
China  forever.   The  Chinese  people  look  upon  America  as  a  great  nation  which 
has  achieved  preeminence  in  the  world  and  in  the  Asian  region.  Thus.  U.S. 
response  to  events  in  China  plays  an  important  role. 

It  is  important  for  the  Congress  and  the  Administration  to  speak  with 
one  voice  on  China  policy  and  that  voice  should  represent  a  clear,  consistent 
policy.   Congress'  continued  persistence  in  conditioning  China's  MFN  has  been  an 
effective  tool  in  securing  some  concessions  from  the  Chinese  government.   But 
due  to  a  lack  of  U.S.  Administration  resolve,  the  Chinese  government  has 
concluded  that  human  rights  violations  will  be  tolerated  in  exchange  for  trade 
concessions.—President  Clinton  must  stand  Arm  on  his  campaign  pledge  to 
condition  China's  MFN. 
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Those  conditions  should  be  an  accounting  of  those  arrested  and 
sentenced  fofi^o^ressing  their  political  beliefs,  a  release  of  those  prisoners,  and 
access  to  Chinese  prisons  by  international  humanitarian  and  human  rights 
organizations.  There  should  also  be  progress  towards  lifting  restrictions  on  the 
press,  ending  religious  persecution,  ending  torture,  and  an  end  to  the  jamming  of 
VOA. 

I  beheve  that  these  conditions  can  and  will  be  met  by  the  Chinese 
authorities  if  the  U.S.  has  the  political  will  to  give  Ufe  to  the  ideals  of  human  right 
and  democracy  for  China. 

###### 

A  more  detailed  look  at  the  premises  I  presented  in  the  first  part  of 
this  testimony  follows. 
Growing  Political  and  Social  Tensions 

In  China  today,  a  parallel  process  is  taking  place.   On  the  one  hand, 
there  is  a  spontaneous  expansion  of  individual  liberty  in  the  economic  area.   As 
these  enterprises  generate  income,  they  become  less  dependent  on  the  State  and 
as  a  result  feel  more  and  more  independence  from  the  State. 

But,  at  the  same  time,  there  is  no  political  freedom  and,  behind  the 
face  of  a  booming  economy  there  lurks  a  crisis,  the  makeup  of  which  is  similar  to 
the  events  thai^ve  rise  to  the  Tiananmen  demonstrations.   Moreover,  the 
opportunities  that  result  from  economic  reform  are  not  equal  for  everybody. 
Corruption 
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Corruption,  one  of  the  central  grievances  of  those  that  demonstrated 
4  years  ago,  isLe$en  more  rampant  in  China  today  than  at  that  time.   Sons  and 
daughters  of  high  ofRcials  have  become  the  main  conduits  for  doing  business  in 
China  and  are  becoming  rich.  Their  bank  accounts  are  kept  abroad  and  their 
passports  are  kept  handy  in  anticipation  of  the  final  round  of  the  succession 
struggle.   Deng  Xiaoping's  own  children  are  profiteering  off  of  the  reforms  and  a 
number  of  them  live  in  the  U.S.  and  travel  back  to  China  to  do  business.  This  is 
open  knowledge. 

Officials  at  all  levels  openly  accept  bribes  and  payo^  and  illicit  taxes 
are  commonly  extracted  from  citizens.  The  people  of  China  are  left  to  tolerate  a 
situation  which  they  feel  they  cannot  confront,  especially  in  light  of  the  retribution 
served  upon  those  that  tried  four  years  ago. 

As  a  result,  many  people  reason  that  if  party  leaders  and  their 
families  can  get  rich  at  the  expense  of  others,  why  can't  I?    Thus,  far  too  many 
people  focus  all  their  energies  on  getting  money  by  any  means.   Others  stand  by 
and  watch  in  shock  at  the  accumulating  wealth  of  a  few.   I  believe  that  this 
corruption  is  threatening  the  moral  fiber  of  the  society. 
Growing  Problems  in  the  Cities  and  the  Countryside 

The  income  disparities  between  rich  and  poor  and  between  the 
coastal  regions  and  the  interior  are  widening.   While  a  small  segment  of  the 
population  is- able  to  take  advantage  of  the  economic  boom,  most  are  not.    In  the 
countryside,  the  gains  made  in  the  early  years  of  economic  reform  have  subsided. 
Peasants  are  required  to  pay  high  fees  for  basic  services  and  unduly  high  taxes  to 
local  and  provincial  governments  at  the  same  time  that  the  government  is  giving 
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them  lOUs  as  payment  for  their  grain.  There  are  even  reports  of  fees  for 
schooling,  whkiiif  the  parents  can't  pay  their  kids  cannot  go  to  school.   As 
revenues  of  the  central  and  local  governments  are  decreasing  the  financial 
burdens  upon  the  shoulders  of  the  peasants  are  increasing. 

In  addition,  as  the  disparities  between  the  coastal  region  and 
the  interior  grows,  there  has  been  an  alarming  increase  in  the  numbers  of 
peasants  flooding  into  major  cities  in  search  of  work.  Surplus  workers  from  rural 
areas  have  been  drifting  from  province  to  province  in  the  hope  of  finding  urban 
jobs.  This  "floating  population"  has  been  estimated  at  between  forty  to  sixty 
million  but  some  observers  feel  the  number  is  much  higher.  These  workers  have 
disrupted  the  normal  operation  of  the  railroad  and  put  tremendous  pressure  on 
the  major  cities.    The  numbers  of  this  "floating  population"  are  expected  to 
increase  by  at  least  $10  million  this  year. 

In  the  cities,  contrary  to  what  Western  press  reports  would  have  one 
to  believe,  most  people  live  on  fixed  incomes  and  most  still  work  for  state 
enterprises.   Many  of  these  people  are  extremely  dissatisfied  with  and  resentful  of 
the  economic  reform  program  because  they  have  not  benefited.   In  the  cities,  the 
government  basically  buys  stability  from  the  workers  by  providing  them  with 
extensive  benefits.   However,  even  in  the  cities,  plants  are  closing  and  benefits  are 
being  cut.   There  is  no  safety  net  in  China,  so  when  benefits  are  cut.  people  have 
nowhere  els«  to  turn.   With  the  prospects  of  inflation  looming  large  on  the 
horizon,  those  on  fixed  incomes  will  benefit  even  less  from  the  reforms  and  it  can 
be  expected  that  strikes  and  demonstrations  will  increase. 
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In  the  countryside,  the  potential  for  crisis  is  much  worse  and  central 
government  officials  are  becoming  increasingly  alarmed  at  the  potential  for 
rebellion.   After  all,  the  Communist  Party's  rise  to  power  was  built  upon  the 
peasants,  who  make  up  80%  of  the  population.  Turmoil  here  could  mean  the  life 
or  death  of  the  Party  itself. 

Since  the  mid-1980s,  there  have  been  numerous  violent 
contTontations  between  the  peasants  and  local  officials.   After  the  massacre  in 
1989,  this  subsided  but  they  are  on  the  increase  once  more,  and  on  a  larger  scale. 
In  January  of  this  year,  in  Renshou  County,  Sichuan  Province,  the  peasants 
revolted  in  the  face  of  increased  fees  and  destroyed  government  buildings. 
Amazingly,  this  was  addressed  openly  by  local  and  central  government  officials,  an 
extraordinary  display  of  concern  given  the  Chinese  government's  preference  to 
cover  such  events  up.   In  addition,  in  the  Autumn  of  1992  in  Henan  Province, 
10.000  peasants  demonstrated  to  protest  the  arrest  of  another  peasant  (Hu  Hai) 
who  had  written  a  letter  appealing  to  the  nation  protesting  the  treatment  of  the 
peasants  by  local  officials.   Hu  Hai's  son,  a  law  school  graduate,  and  his  friends 
joined  the  peasants  and  advised  them  on  how  to  exercise  their  rights. 

It  is  my  feeling  that  the  conditions  for  insurrection  in  the  countryside 
are  ripe.   All  that  is  lacking  are  leaders. 

Foundations- of. a  Democratic  Society? 

While  the  consequences  for  political  expression  can  be  harsh,  there 
are  still  those  that  continue  to  challenge  authority.   During  a  recent  taxi  driver 
strike  in  Beijing,  a  worker  and  leader  of  the  Worker's  Autonomous  Union  was 
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arrested  after  participating  in  a  strike  and  maicing  open  speeches  during  the 
strike.   Duriilj^Jus  short  detention,  he  debated  police  and  refused  to  sign  their 
'official'  record  of  the  interrogation  but  was  released.   While  there  are  certainly 
many  instances  in  which  harsh  treatment  is  meted  out  for  political  expression, 
resistance  in  face  of  opposition  has  become  much  more  difficult  for  the 
government  to  control.  I  believe  that  this  will  of  the  people,  coupled  with  the 
Chinese  government's  fear  of  negative  world  opinion  as  they  try  to  maintain 
MFN  and  secure  entrance  to  the  GATT  and  host  the  Olympic  Games,  is  the  force 
behind  this  phenomena. 

Given  that  I  am  so  familiar  with  the  press  in  China,  I  would  like  to 
say  a  word  about  subtle  changes  that  provide  opportunities  for  reaching  people. 
The  Chinese  government  has  never  recognized  the  right  of  a  free  press.   In  fact, 
they  have  always  tightly  maintained  editorial  and  financial  control  over  all  press 
organs.   But  budget  constraints  have  required  that  subsidies  to  the  press  be  cut. 
In  response,  newspapers  have  begun  to  solicit  advertisements  and  write  stories 
that  will  attract  readership  in  order  to  survive.   Again,  with  financial 
independence  comes  a  rising  expectation  of  more  independence  from  total 
government  control.  This  offers  opportunities  to  submit  materials  which  can 
touch  the  minds  of  the  Chinese  people. 

Thus,  it  seems  that  room  for  non-political  activities  in  the  last  two 
years  has  broadened.   Another  example,  is  the  formation  of  an  organization  that 
is  dealing  with  an  international  issue,  reparations  from  Japan  for  atrocities 
committed  against  the  Chinese  people.  This  is  a  private  organization  that  has 
twice  petitioned  the  National  People's  Congress  for  support.   I  expect  that  there 
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are  many  such  non-political  organizations  like  this  now  in  China  and  this  is  a  good 
trend.  Theseu^Mganizations  can  serve  to  let  people  know  that  their  efforts  can 
result  in  achievements.  This  is  an  important  step  in  moving  towards  democratic 
reform. 

U.S. -China  Policy 

In  the  past  two  decades,  the  Chinese  government  has  been 
particularly  careful  in  dealing  with  the  U.S.  They  often  treat  the  U.S.  with  special 
attention  while  treating  other  western  countries  with  less  concern  or  even  harshly. 
The  reason  is  primarily  because  of  China's  desperate  need  in  trade  with  U.S.  and 
U.S.  high  technology  transfer  into  China.  It  is  even  more  true  with  Deng 
Xiaoping.  This  provides  the  U.S.  with  great  leverage  to  influence  Chinese 
government's  behavior. 

Following  the  Tiananmen  massacre,  the  pressure  that  the  U.S. 
Congress  has  been  instrumental  in  keeping  on  the  Chinese  government  was  very 
effective.   It  resulted  in  the  release  of  people  like  Fang  Lizhi,  Han  Dongfang.  Liu 
Qing,  and  many  others.   It  was  also  instrumental  in  securing  Chinese  government 
commitments  in  the  trade  area.   However,  I  believe  the  achievements  would  have 
been  much  more  significant  if  the  Administration  had  joined  the  Congress  in  their 
demands  for-  significant  progress  in  the  area  of  human  rights. 

While  some  have  been  released,  many  more  languish  in  prison.   The 
Chinese  government  views  these  people  as  chits  to  be  meted  out  to  appease  world 
opinion  and  to  secure  trade  concessions.   It  is  my  belief  that  if  the  President 
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conditions  future  renewals  of  MFN  for  China,  the  Chinese  government  would 
meet  those  cotutitions.  Contrary  to  recent  press  reports,  the  Chinese  government 
cares  very  much  about  retaining  MFN.   If  they  didn't,  why  are  they  spending 
millions  on  lobbyists?  And  why  is  their  billion  dollar  buying  campaign  so 
strategically  targeted  at  U.S.  aerospace  and  automobile  companies,  both  highly 
sensitive  to  prospective  job  loss?  The  Chinese  government  cares  very  much  about 
MFN. 

Targeting  state-owned  industries  in  the  MFN  legislation  is  very 
important.  It  sends  a  very  strong  message  that  the  U.S.  government  wants  to 
support  the  private  enterprises  while  at  the  same  time  holding  firm  on  its 
commitment  to  human  rights  in  China.  While  I  am  not  an  expert  on  such  things, 
I  have  been  told  that  this  approach  allows  the  Administration  to  designate  specific 
state-owned  industries  to  retaliate  against  just  as  they  would  under  trade  sanctions 
legislation.  There  is  no  need  to  target  all  state-owned  industries.  The  list  can  be 
effectively  and  strategically  drawn  to  have  the  most  impact. 


Conclusion 

Thank  you  again  for  letting  me  share  my  thoughts  with  you  today.  I 
only  hope  that  I  have  been  able  to  impart  a  sense  of  the  complexity  of  the 
situation  in  China  and  the  need  to  support  the  democratic  forces  of  change. 
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Human  Rights  and  U.S.  Policy  Towards  China 

Testimony  of  Robin  Munro,  Asia  Watch 

Before  the  House  Foreign  Afiiairs  Subcommittees  on 

Asia  and  Pacific  Affairs,  International  Economic  Policy 

and  Trade,  and  Human  Rights,  International 

Security,  and  International  Organizations 

Thursday,  May  20,  1993 


It  is  an  honor  to  appear  before  three  distinguished  House  Foreign 
Affairs  Committee  chairmen:   Chairman  Gejdenson,  Chairman  Lantos, 
and  Chairman  Ackerman.   I  appreciate  your  holding  this  hearing  on 
human  rights  and  U.S.  policy  towards  China,  and  for  inviting  me  to 
testify.   My  name  is  Robin  Munro,  and  I  am  the  primary  China  researcher 
for  Asia  Watch  based  in  Hong  Kong.   Asia  Watch  is  a  division  of  Human 
Rights  Watch,  a  nongovernmental  human  rights  monitoring  organization. 

We  are  particularly  grateful  to  you  for  providing  this  occasion  to 
spotlight  human  rights  violations  in  China  and  Tibet  because  the  situation 
remains  among  the  worst  in  the  world.   Gross  abuses  continue,  thousands 
of  political  prisoners  are  held  in  squalor  and  misery,  and  many  more  are 
required  to  work  in  forced  labor  camps.   Freedom  of  assembly, 
expression,  and  religion  are  brutally  suppressed,  independent  human  rights 
organizations  continue  to  be  crushed,  and  access  by  international  human 
rights  and  humanitarian  groups  to  labor  camps,  prisons,  and  other  places 
of  detention  is  denied. 

There  is  a  mistaken  tendency  on  the  part  of  some  policy  makers  to 
equate  moves  towards  economic  reform  and  modernization  with  political 
liberalization  in  China.   The  events  of  the  past  year  should  remove  any 
such  delusions.    Notwithstanding  Deng  Xiaoping 's  highly  publicized  tour 
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of  southern  China  in  late  January  1992  and  the  subsequent  wave  of  economic  reforms, 
political  repression  continued  unabated.    Indeed,  Communist  Party  leader  Jiang  2Lemin  made 
it  plain  that  economic  liberalization  would  co-exist  with  continued  political  repression  when 
he  reminded  a  meeting  of  the  country's  top  judges  that  "the  more  we  pursue  reform  and  the 
open  door  policy...  the  more  we  must  uphold  the  dictatorship  of  the  proletariat." 

The  government  more  than  made  good  on  its  promise.   The  year  1992  witnessed  the 
crushing  of  a  number  of  prodemocracy  groups  which  emerged  from  the  ashes  of  Tiananmen 
Square.    Asia  Watch  learned  of  the  secret  arrest  of  some  40  human  rights  activists  associated 
with  progressive  groups  that  sprang  up  in  1992,  including  the  Free  Labor  Union  of  China, 
the  Liberal  Democratic  Party,  the  China  Progressive  Alliance,  the  China  Social  Democratic 
Party,  the  All-China  People's  Autonomous  Federation,  the  Young  Marxism  Party  and  the 
Democratic  Freedom  Party.     It  is  important  to  note  that  these  groups  emerged  in  advance  of 
the  third  anniversary  of  the  1989  protest  movement,  encouraged  by  the  success  of  Deng's 
"trip  to  the  south"  and  his  renewed  economic  reform  offensive. 

One  of  the  new  prodemocracy  groups,  the  Liberal  Democratic  Party  of  China  issued  a 
press  statement  in  March  1992,  calling  upon  the  government  to  release  political  prisoners, 
and  making  the  following  comment  about  the  economic  reform  movement:    "It  is 
unreasonable  to  pursue  economic  reform  while  reinforcing  totalitarian  politics. . .   The 
prerequisite  for  smooth  reform  lies  not  in  upholding  the  dictatorship's  'social  stability'  but 
rather  in  creating  a  relaxed  environment  for  democracy."     The  fate  of  these  new,  fledgling 
prodemocracy  groups,  which  had  attempted  to  create  some  political  space  during  the  time  of 
the  economic  reform  push,  is  instructive:    they  were  smashed  by  the  authorities,  and  their 
leaders  jailed. 

In  addition  to  the  destruction  of  these  newly  created  prodemocracy  groups,  the 
authorities  engaged  in  a  wholesale  roundup  of  all  those  suspected  of  involvement  in 
prodemocracy  activities.    Asia  Watch  learned  of  the  a  number  of  arrests  and  over  20  new- 
political  trials  in  Beijing  in  early  1992. 

Journalists  have  also  been  targeted  and  harassed.    Late  last  year,  Wu  Shishen,  a 
journalist,  was  sentenced  to  15  years  in  prison  for  leaking  to  the  Hong  Kong  press  a  speech 
given  by  Communist  Party  Secretary  Jiang  Zemin  to  the  party  Congress  in  the  fall. 

Arrests  and  trials  are  continuing  into  1993.    For  example,  Bai  Weiji.  a  former 
employee  of  the  Foreign  Ministry,  was  arrested  in  connection  with  the  raid  on  the 
Washington  Post's  Beijing  office  on  May  17,  1992.    He  was  known  to  have  friendly  contacts 
with  several  foreign  correspondents,  including  the  Post's  bureau  chief,  Lena  Sun.    Bai  was 
reportedly  charged  with  the  crime  of  "leaking  state  secrets."    His  trial  took  place  on  March 
13,  1993;  a  verdict  has  not  yet  been  announced. 

The  arrest  of  Wang  Wanxing,  a  former  political  prisoner,  is  particularly  poignant  as  we 
approach  the  anniversary  of  Tiananmen  Square.    Wang  attempted  to  unfurl  a  banner  in 
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Tiananmen  Square  to  commemorate  the  anniversary  last  June.    He  was  later  forcibly 
committed  to  a  psychiatric  institute  in  southwest  Beijing  run  by  the  Beijing  Public  Security 
Bureau,  having  been  diagnosed  by  police  doctors  as  suffering  from  "paranoid  psychosis. "    In 
an  appeal  letter  to  President  Bush  and  U.N.  Secretary  General  Boutros  Boutros  Ghali,  Wang 
said  that  he  was  being  given  psychotropic  drugs  forcibly.   He  is  still  being  held  in  the 
asylum,  and  was  beaten  up  by  violent  mental  patients  in  April  1993. 

Within  the  past  year,  a  number  of  fieopie  were  arrested  for  allegedly  possessing 
prodemocracy  literature,  or  hanging  posters.    Among  those  arrested  were  Liao  Jia'an  and 
Wang  Shengli,  who  had  founded  a  'study  club"  at  Beijing  Normal  University  in  1991.   They 
also  produced  a  lively  journal  that  included  commentary  on  a  number  of  current  issues,  film 
and  book  reviews,  and  political  commentary.   The  club  was  forced  to  disband  in  September, 
and  in  December  it  was  reported  that  Wang  and  Liao  had  been  formally  charged  with 
counterrevolution  and  would  face  trial  in  January  1993.     The  two  men  are  currently  reported 
to  be  held  at  Banbuqiao  Detention  Center  in  Beijing.    As  is  the  case  of  so  many  of  the 
democracy  prisoners  rounded  up  in  the  immediate  aftermath  of  Tiananmen  Square,  Liao  is 
said  to  have  contracted  hepatitis  but  is  said  to  have  received  no  treatment  from  the 
authorities,  and  Wang  was  reportedly  severely  mistreated  by  the  common  criminals  with 
whom  he  shares  a  cell. 

Asia  Watch  has  recently  learned  more  about  the  situation  of  political  prisoners  from 
the  Democracy  Wall  movement  (1978-81.)  We  know  of  at  least  eight  prisoners  from  the 
Democracy  Wall  period,  including  Chen  Ziming  and  Wang  Juntao,  who  are  perhaps  the  best 
known  casualties  of  the  1989  prodemocracy  movement.   Though  Chen  and  Wang  had  not 
been  arrested  previously,  they  were  nonetheless  key  activists  during  the  earlier  movement. 
They  were  sentenced  to  13  years  in  jail. 

Asia  Watch  makes  a  particular  appeal  on  behalf  of  Wei  Jingsheng  and  Xu  Wenlj,  who 
have  suffered  for  such  a  long  time  in  China's  prisons  for  their  views.   These  prominent 
leaders  of  the  Democracy  Wall  movement  are  nearing  the  end  of  their  15-year  sentences.    Xu 
has  served  thirteen  years  for  having  written  an  article  describing  Deng  Xiaoping  as  a  "new 
autocrat. "   Asia  Watch  has  learned  that  Wei  Jingsheng  is  currently  being  held  at  the  Nanpu 
New  Life  Salt  Farm.    (The  Nanpu  New  Life  Salt  Farm  is  one  of  the  largest  -  and,  for  the 
government,  most  profitable  -  forced  labor  camps  in  China.)    Wei  is  currently  being  held  in 
a  special  cell  two  meters  by  two  and  a  half  meters  in  size.   The  room  has  a  15-square-meter 
yard  attached  to  it,  which  Wei  is  allowed  to  use;  but  he  is  never  permitted  to  leave  this 
closed  unit,  and  allowed  to  speak  to  no  one  but  the  prison  guards. 

More  information  is  available  about  Xu  Wenii,  whose  fifteen  year  sentence  is  not  up 
until  1996.  Since  May  1989,  his  wife  has  written  repeatedly  to  the  governor  at  Beijing  No. 
I  Prison,  where  he  is  now  being  held,  asking  that  he  be  allowed  to  see  a  doctor  and  that  he 
be  released  from  prison  on  medical  bail.  His  diet  is  grossly  inadequate  and  his  teeth  on  the 
right  side  are  nearly  gone.  In  February  1991  he  developed  a  skin  disease,  probably  due  to  a 
lack  of  vitamin  C.    But  the  authorities  have  denied  his  wife's  appeal,  saying  "He  would  need 
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to  get  hepatitis  or  cancer"  before  he  could  b^  considered  for  early  release. 

As  part  of  the  government's  propaganda  campaign  to  counter  international  criticism  of 
its  human  rights  record,  last  year  Beijing  started  to  release  photos  of  several  well-known 
dissidents,  including  Wang  Juntao.    In  August  they  released  the  first  photo  of  Xu  that  had 
been  seen  in  more  than  a  decade.    He  was  shown  smiling  following  a  prisoners'  badminton 
tournament  -  the  first  group  recreational  activity  he'd  been  allowed  to  engage  in  since  1982. 
He  came  in  second  and  was  given,  ironically,  a  toothbrush  as  his  prize. 

In  January  1992,  Asia  Watch  published  an  extensive  report  on  freedom  of  religion  in 
China,  documenting  the  concerted  crackdown  against  Catholic  and  Protestant  believers 
operating  outside  the  officially  controlled  churches.    We  are  about  to  release  a  new  report, 
assessing  the  current  situation.    In  February  and  March  1993  China  announced  releases  of 
some  eighteen  Catholic  prisoners  prior  to  the  expiration  of  their  terms;  but  this  action  does 
not,  in  any  way,  represent  an  easing  of  persecution  of  religious  believers.    In  fact,  the 
Chinese  government  has  steadily  tightened  and  expanded  its  control  over  all  religious  activity 
(including  Tibetan  Buddhists  and  Moslems),  and  since  early  1992  has  narrowed  the  range  of 
permissible  religious  activity.  The  authorities  are  especially  concerned  about  the  seemingly 
explosive  growth  of  Christianity  in  China  among  young  people.    Clergy  and  lay  people  are 
imprisoned  or  restricted;  those  who  violate  official  religious  policy  risk  a  pattern  of  short- 
term  detention,  harassment  and  intimidation;  and  there  have  been  alarming  reports  of 
beatings,  interrogations,  and  deaths  of  Catholic  bishops  in  detention  or  who  have 
disappeared. 

One  recent  case  involved  the  persecution  of  Christians  in  Shaanxi  province.    A  letter 
from  a  pastor  smuggled  out  of  China  describes  the  death  of  a  22-year-old,  Lai  Manping,  who 
apparently  died  of  injuries  suffered  in  a  beating  by  police  when  they  raided  an  illegal 
Protestant  house  church  and  arrested  100  people.  The  raid  took  place  in  March  199.1;  such 
raids  are  a  routine  occurrence  in  many  parts  of  China. 

In  Tibet,  the  spread  of  pro-independence  activity  into  rural  areas  outside  of  Lhasa  has 
provoked  a  resurgence  of  repression,  with  farmers  being  given  sentences  of  up  to  18  years  in 
prison.    In  March,  Amnesty  International  reported  a  wave  of  arrests  in  Lhasa  in  which  at 
least  26  Tibetans  were  picked  up  -  including  a  15-year-old  nun  —  for  demonstrating 
peacefully.    The  nun,  Tenzin  Dekyong,  though  a  juvenile,  is  reportedly  being  held  at  Gutsa 
Detention  Center,  an  adult  prison,  in  violation  of  the  UN  Convention  on  the  Rights  of  the 
Child  (which  China  has  signed). 

Reports  of  torture  and  ill-treatment  in  Tibetan  prisoners  are  common.    Brutal  torture 
and  mistreatment  is  widespread  in  prisons  and  labor  camps  across  China,  which  is  why 
confidential  access  to  political  prisoners  by  international  humanitarian  organizations  must  be 
a  key  condition  for  Most  Favored  Nation  trade  status  (see  U.S.  policy  section  below.)   We 
are  deeply  concerned  about  three  Tibetans  arrested  on  May  13  at  their  homes  in  Lhasa  just 
prior  to  the  arrival  of  a  European  Community  delegation.    They  are  at  grave  risk  of  being 
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tortured  because  they  had  planned  to  contact  the  EC  delegation  about  human  rights  conditions 
in  Tibet.    Passing  information  to  foreigners  about  human  rights  conditions  is  considered  an 
act  of  espionage  under  Chinese  law,  and  the  punishment  can  be  severe  (not  less  than  10  years 
and  up  to  life  imprisonment). 

U.S.  Policy: 

Asia  Watch  is  disappointed  that  the  United  States  Government  has  been  largely  silent 
on  the  subject  of  human  rights  in  China  for  most  of  this  year.   Asia  Watch  had  hoped  that 
the  new  Administration  would  use  the  period  from  the  time  President  Clinton  took  office  in 
January  until  the  date  when  Most  Favored  Nation  status  for  China  is  to  be  announced  in 
early  June  to  put  maximum  pressure  on  Beijing  to  make  human  rights  concessions.    In  our 
view,  the  Chinese  might  have  felt  it  necessary  to  make  major  human  rights  concessions 
before  MFN  renewal  if  the  President  had  spoken  publicly  about  human  rights  concerns  early 
in  his  term  and  indicated  precisely  what  steps  on  human  rights  the  Chinese  must  take  if  MFN 
was  to  be  renewed. 

Unfortunately,  there  has  been  no  major  speech  on  China  and  no  public  identification 
of  what  steps  China  must  take  if  MFN  is  to  be  renewed.    Nor  has  the  executive  branch 
raised  tariffs  selectively  on  products  under  the  authority  of  Section  301  of  the  Trade  Act. 
And  the  Administration  has  not  been  any  more  vigorous  on  prohibiting  the  importation  of 
products  made  by  forced  labor  than  was  the  Bush  Administration.   At  any  time  during  the 
past  five  months,  the  Clinton  Administration  could  have  signalled  its  seriousness  to  the 
Chinese  by  invoking  tariff  increases  or  prohibiting  shipments  of  forced  labor-made  products 
which  would  have  indicated  to  Beijing  that  the  United  States  has  a  new  president,  and  it  will 
not  be  business  as  usual. 

On  a  positive  note,  Assistant  Secretary  Winston  Lord  has  repeatedly  stated  that  MFN 
will  not  be  renewed  unconditionally.    He  made  this  plain  during  his  Senate  confirmation 
hearings,  and  even  more  importantly,  he  told  the  Chinese  leadership  the  same  thing  when  he 
was  in  China  last  week.     While  it  seems  clear  that  MFN  will  be  renewed  this  June,  we  are 
pleased  that  the  Administration  will  thus  articulate  some  concept  of  human  rights  linkage  for 
future  renewal.    It  also  seems  clear  that  the  Clinton  Administration  is  not  going  to  require 
any  significant  human  rights  concessions  in  advance  of  its  announcement  as  a  condition  of 
renewal  this  year.    Fully  two  thirds  of  the  time  period  leading  up  to  MFN  renewal  has 
elapsed,  and  nothing  has  been  said  publicly  about  what  specific  steps  are  expected  of  the 
Chinese  if  MFN  is  to  be  renewed  this  June.    Thus  we  expect  that  full  MFN  relations  will  be 
maintained  in  the  coming  year,  and  that  at  best,  Chinese  compliance  with  some  kind  of 
conditions  will  not  be  measured  until  a  year  from  this  June  —  fourteen  months  from  now. 

Fourteen  months  is  a  very  long  time  in  the  life  of  an  imprisoned  Tibetan  monk,  or  an 
elderly  Chinese  professor  chained  to  a  shackle  board  in  his  cell,  or  to  a  human  rights  activist 
enslaved  in  a  prison  factory.  If  the  Clinton  Administration  had  announced  that  it  was  raising 
tariffs  on  a  few  products  known  to  be  produced  by  companies  run  by  the  central  government 
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and  stating  that  the  reason  for  the  targeted  trade  penalty  was  because  of  the  lack  of  human 
rights  concessions,  we  might  have  seen  prisoners  released  or  humanitarian  groups  permitted 
into  places  of  detention.   Without  some  tangible  proof  of  seriousness,  the  Chinese  continue  to 
stonewall  on  human  rights,  as  they  did  throughout  the  Bush  Administration. 

In  calling  upon  the  Clinton  Administration  to  enact  some  kind  of  targeted  trade 
sanction,  we  are  simply  asking  for  the  same  approach  on  behalf  of  human  rights  that  the 
U.S.  has  used  quite  effectively  on  commercial  matters  of  concern.    As  you  know,  the  United 
States  threatened  tariff  increases  on  a  range  of  Chinese  Government-made  products  in  late 
1991  because  of  disputes  over  patent  and  copyright  violations,  and  the  Chinese  quickly  took 
action  to  correct  the  problem.   The  U.S.  again  threatened  some  $3.7  billion  in  trade 
sanctions  against  the  Chinese  in  1992  to  force  concessions  on  economic  concerns,  and  again 
the  Chinese  responded  favorably,  signing  a  far-reaching  agreement  on  market  access  and 
averting  the  imposition  of  sanctions.   We  have  long  recommended  that  the  U.S.  government 
take  comparable  action  -  threatening  targeted  trade  sanctions  short  of  eliminating  MFN  -  to 
secure  human  rights  concessions.    We  had  hoped  that  it  would  be  a  tactic  used  by  the  Clinton 
Administration  early  in  the  year  as  an  indication  that  the  U.S.  is  at  least  as  serious  about 
human  rights  as  we  are  about  patent  and  copyright  violations. 

While  it  appears  unlikely  that  the  Clinton  Administration  will  take  the  step  of 
imposing  targeted  tariff  increases  before  the  MFN  announcement,  we  hope  that  it  is 
something  they  will  keep  in  mind  throughout  the  coming  year  if  human  rights  deteriorate,  as 
they  did  in  1992  with  the  arrests  of  dozens  of  prodemocracy  demonstrators  and  organizers. 

Given  the  fact  that  MFN  is  likely  to  be  renewed  within  a  few  weeks,  and  given 
promises  by  the  Administration  that  it  will  not  be  renewed  unconditionally,  the  important 
question  for  Congress  is,  what  will  be  the  conditions  place  upon  MFN  renewal,  and  what 
mechanism  will  the  executive  branch  use  to  monitor  compliance  with  them?   We  believe  that 
it  is  vital  that  when  MFN  renewal  is  announced  that  the  Clinton  Administration  make  it  plain 
that  it  will  be  evaluating  human  rights  throughout  the  year,  and  that  at  any  time  of  the  year, 
targeted  tariff  increases  are  a  possibility  unless  progress  is  made  on  human  rights  conditions. 
China  should  not  be  given  a  free  MFN  ride  for  another  calendar  year.    The  Clinton 
Administration  can  enhance  the  chance  of  important  human  rights  concessions,  including 
prisoner  releases,  if  it  evaluates  human  rights  periodically,  and  regularly  reminds  Beijing  of 
the  human  rights  conditions  that  it  has  placed  on  the  MFN  relationship. 

Asia  Watch  believes  that  the  most  important  conditions  to  stress  when  MFN  is 
renewed  are  the  following: 

1.  release  of  political  prisoners  and  a  full  accounting  including  details  on  their  legal 
status,  places  of  detention,  charges  pending  against  them,  restrictions  following  release; 

2.  confidential  and  regular  access  to  Chinese  jails,  prisons,  and  labor  camps  by 
international  humanitarian  organizations  in  order  to  help  end  torture  and  ill-treatment; 

3.  opening  up  Tibet  to  access  to  foreign  journalists  and  human  rights  monitors; 
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4.  easing  legal  restrictions  on  free  religious  belief  outside  the  control  of  official 
churches  and  ending  the  persecution  of  religious  believers; 

5.  full  compliance  with  China's  commitments  to  cease  the  export  of  prison-made 
goods  to  the  U.S.  and  to  allow  unrestricted  access  to  all  prison  facilities  suspected  of 
producing  goods  for  export. 

This  last  condition  is  an  avenue  for  pressuring  China  that  is  particularly  important. 
As  you  know,  the  U.S.  and  China  reached  a  Memorandum  of  Understanding  on  August  7, 
1992.   Unfortunately,  the  MOU  appears  to  have  had  almost  no  impact  at  all  on  the  ability  of 
the  U.S.  to  monitor  the  production  of  made-for-export  products  in  prison  factories  and  farms. 
If  the  current  MOU  is  inadequate  to  provide  access  to  all  places  where  prisoners  are 
suspected  of  making  products  for  export,  then  it  should  be  re-negotiated.   Again,  banning  the 
importation  of  categories  of  goods  known  to  be  produced  in  prison  factories  would  be  the 
most  immediate  way  to  signal  U.S.  seriousness  on  this  important  issue. 

Since  Asia  Watch  first  published  confidential  Chinese  government  documents  in  April 
1991  describing  the  extent  of  prison  labor  exports  to  the  U.S.  and  other  foreign  markets,  we 
have  supplied  information  to  the  Customs  Service  and  to  the  State  Department.   We  met 
most  recently  with  Customs  here  in  Washington  last  week,  and  I  have  regular  contact  with 
their  offices  in  Hong  Kong.   When  the  MOU  was  first  signed,  we  noted  it  was  a  positive 
step  but  expressed  concern  that  the  agreement  was  incredibly  vague  about  the  conditions  for 
insjjection;  without  such  inspections,  monitoring  compliance  is  impossible.    It  was  also  clear 
last  August  that  the  economic  pressure  of  conditions  on  MFN  dealing  with  prison  labor 
would  provide  a  huge  incentive  for  China  to  comply  with  requests  for  inspections. 

Without  that  pressure,  China  has  dragged  its  feet  on  complying  with  at  least  18 
requests  for  investigations  and  visits  submitted  by  the  U.S.  since  last  August.    Only  a  few 
inspections  have  been  allowed,  such  as  a  visit  to  the  Gold  Horse  Diesel  Engine  Factory  last 
fall;  but  even  in  that  case,  access  to  the  factory  -  part  of  Yunnan  No.  1  Prison  -  was  strictly 
limited. 

The  information  released  by  Harry  Wu  earlier  this  week  underlines  the  urgent  need 
to  challenge  China's  reluctance  to  open  up  its  prison  farms  and  factories  to  outside 
inspection.    Beijing  claims  it  is  against  Chinese  government  policy  to  export  prison  products 
to  the  U.S.    In  that  case,  what  are  they  hiding? 

Last  week,  we  received  a  letter  smuggled  out  of  Lingyuan  Prison  in  northwest  China, 
part  of  a  huge  prison  complex  involved  in  production  for  export.    The  letter,  written  by  Liu 
Gang,  a  32-year  old  student  who  was  No.  3  on  the  "Most  Wanted"  list,  is  a  dramatic  cry  tor 
help  to  the  international  community.  Liu  is  serving  a  six-year  prison  sentence.  He  has  been 
repeatedly  beaten  and  tortured  with  electric  bato^is.    According  to  his  family,  he  is  suffering 
from  stomach  and  heart  problems,  and  his  hair,  now  one-third  white,  is  beginning  to  fall  out. 
He  also  is  suffering  from  a  prolapsed  anus  from  being  forced  to  sit  on  a  narrow  punishment 
bench.    He  has  received  no  medical  treatment.  (The  full  text  of  Liu's  letter,  translated  into 
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English,  is  attached.) 

Could  this  be  what  the  Chinese  are  so  anxious  to  keep  hidden  from  the  outside  world? 

Another  important  area  for  the  Clinton  Administration  to  pursue  as  a  means  of 
pressuring  China  on  human  rights  is  World  Bank  loans.   The  United  States  technically 
opposes  non-humanitarian  loans  in  the  World  Bank  to  China,  but  without  the  support  of  our 
allies,  loans  to  China  go  forward  nonetheless.   The  United  States  does  not  appear  to  be  using 
its  "voice  and  vote"  to  direct  World  Bank  resources  away  from  China,  as  human  rights  law 
requires.'   Thus  even  with  the  U.S.  abstaining  on  non-BHN  loans  to  China,  World  Bank 
lending  is  now  even  higher  than  pre-Tiananmen  levels.   During  the  fiscal  year  ending  June 
30,  1992,  China  received  more  than  $2.5  billion  in  World  Bank  loans  —  more  than  any 
other  country  in  the  world.  The  Clinton  Administration  should  be  actively  pursuing  ways  of 
directing  Worid  Bank  resources  away  from  China,  rather  than  merely  abstaining  on  loans 
which  sail  through  without  our  support,  which  was  the  Bush  Administration's  approach. 

The  Clinton  Administration  has  a  tremendous  opportunity  to  bring  pressure  on  China 
which  may  secure  the  release  of  hundreds  of  men  and  women  attempting  to  create  civil 
society  and  democratic  organizations  within  China.    We  believe  that  China  is  a  particularly 
important  test  of  the  Clinton  Administration's  human  rights  policies  around  the  world,  and 
hope  that  when  it  does  announce  its  policy  it  is  one  in  which  human  rights  are  the 
centerpiece. 


'Section  701  of  the  International  Financial  Institutions 
Act. 
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APPENDIX:    Translation  of  letter  by  Liu  Gang,  January  1993. 

"Liu  Gang's  Accusations" 

In  April  1991,  I  was  transferred  from  the  Qincheng  Prison  in  Beijing  to  the  prison  in 
Changchun,  my  native  town.   But  in  the  same  month,  I  was  forcibly  transferred  again  for  no 
reason  to  the  Second  Brigade  of  the  Lingyuan  Prison  far  away  from  my  native  town.   That 
administrative  decision  was  jointly  made  by  the  Ministry  of  Justice  and  the  Departments  of 
Justice  of  Jilin  and  Liaoning  Provinces  in  violation  of  the  principle  that  a  prisoner  should 
serve  out  his  sentence  near  his  home.   That  transfer  had  no  legal  basis.    It  was  an  illegal 
administrative  decision  and  conduct  that  made  it  very  inconvenient  for  my  family  to  visit  me 
and  caused  serious  economic  losses.    I  requested  several  times  after  I  was  transferred  to 
Lingyuan 's  Second  Brigade  to  be  transferred  back  to  my  native  town.   But  the  departments 
concerned  did  nothing  about  it. 

After  I  got  to  Lingyuan's  Second  Brigade,  I  suffered  more  than  my  share  of  discrimination, 
humiliation,  beating  and  abuses  and  maltreatment.    On  the  very  day  of  my  arrival,  April  22, 
1992,  I  was  beaten  and  abused  by  many  policemen.   The  policeman  by  the  nickname  of 
"Business  Liu"  beat  me  with  an  electric  baton,  slapped  me,  fiercely  declaring  "I'll  cripple 
you  with  electric  shocks."    He  called  that  beating  a  "head-on  blow  at  the  first  encounter." 

On  May  29,  1991,  together  with  eleven  prisoners  of  conscience  from  Jilin  Province,  I 
refused  to  take  a  test  because  we  were  sick  and  tired  of  constant  tests  designed  as  a 
brainwashing  measure  to  torment  us.    Policemen  Yang  Guoping,  Wsuig  Yinshan,  Diao  Lie, 
Li  Yang,  Liu  Guodong  and  secretary  Zou,  together  with  many  common  criminals,  beat  us 
savagely  that  evening.    We  were  handcuffed,  put  on  leg  irons  and  suffered  "strict  regime" 
and  "correction"  for  three  months.    We  were  forced  to  sit  on  a  bench  for  twelve  hours  every 
day.    Ordinarily,  a  prisoner  should  not  be  held  in  a  strict  regime  den  for  more  than  a  month. 
Even  those  who  seriously  violate  prison  rules  by  drinking  and  fighting  are  generally  confined 
in  the  strict  regime  den  for  one  or  two  weeks.    But  in  my  case,  I  was  held  in  strict  regime 
dens  three  times,  for  a  total  of  more  than  eight  months  in  the  year  and  a  half  between  May 
1991  and  January  1993. 

On  June  4,  1991,  I  started  a  hunger  strike.    That  evening,  Wang  Yinshan,  together  with  his 
subordinates  Zou,  Liu,  Wang  and  Yang,  beat  me  cruelly  and  tried  to  extort  a  confession  by 
torture.    They  used  foul  language,  saying  they  would  skin  me  alive  and  declaring  that  "a  year 
from  today  would  be  your  (death)  anniversary."    That  savagery  took  place  in  the  "office" 
established  by  the  Lingyuan  procuratorate  in  the  Second  Brigade.    I  did  not  know  whether  to 
cry  or  to  laugh. 

Between  June  and  August,  1991,  the  common  criminal  Wang  Liansheng  and  others,  at  the 
instigation  of  the  police,  set  up  kangaroo  courts  on  many  occasions  and  "tried"  me  during  the 
night.    During  the  floods  in  South  China,  the  authorities  forced  us  to  donate  to  the  affected 
areas.    At  first  1  donated  two  yuan.    Si  Wei  and  other  prisoners  of  conscience  had  no  money 
to  donate.    As  a  result,  we  donated  too  little  and  failed  to  fulfill  the  target.    The  criminal 
Wang  Lianshan  and  others,  instigated  by  the  police,  beat  us  until  we  promised  to  donate  a 
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total  of  ten  yuan. 

During  most  of  the  time  I  spent  at  the  Second  Brigade,  we  were  forced  to  make  match 
boxes.   We  worked  more  than  ten  hours  everyday  and  were  not  allowed  to  take  a  day  off 
even  on  Sunday.    During  the  time  for  recreation  and  rest,  we  were  not  allowed  to  carry  out 
recreational  activities  like  reading  books  or  newspapers,  or  watching  television.   Instead, 
they  meted  out  corporal  punishment  or  forced  us  to  work  overtime. 

On  November  15,  1991,  I  and  fourteen  other  prisoners  of  conscience  started  a  collective 
hunger  strike  because  we  could  no  longer  endure  the  prolonged  persecution  and 
maltreatment.   We  demanded  to  be  sent  back  to  our  native  towns  and  to  have  the  prison 
conditions  improved.    Instead,  the  prison  authorities  sent  all  of  us  to  strict  regime  dens  and 
forced  us  to  set  on  the  bench  for  fourteen  hours  every  day  until  January  19,  1992.    During 
that  time,  I  went  on  hunger  strikes  many  times  to  protest  the  illegal  maltreatment.    But  each 
time,  I  was  beaten  savagely.    I  refused  to  sit  on  the  bench  as  a  punishment.   The  prison 
authorities  had  a  dozen  common  criminals  force  me  to  sit  on  the  "worker's  tiger  bench." 
That  is,  they  twisted  my  arms,  pulled  my  lets,  choked  my  throat,  covered  my  mouth,  and 
stepped  on  my  stomach  to  force  me  to  sit  on  the  bench.   The  police  also  instigated  the 
common  criminals  Li  Chuanpo,  Zhang  Yao,  Hu  Wei  and  others  to  beat  me  and  kick  me  to 
humiliate  me,  so  that  my  head  and  chest  suffered  many  wounds.    When  I  showed  the  scars 
on  my  head  to  my  sister  several  months  later,  Yang  Guopiong  insisted  that  was  a  wound 
from  freezing.    When  Li  Chuanpo  beat  me  savagely  and  held  me  down  on  the  ground,  the 
policemen  just  watched  and  did  nothing  to  stop  them.    They  even  claimed  that  the  common 
criminal  were  not  beating  me,  only  trying  to  help  raise  my  understanding,  so  that  1  would 
repent  (the  brigade  leader,  Peng  Shilong,  said  that). 

On  October  2,  1992,  when  I  was  receiving  my  father  and  younger  sister,  I  told  them  how 
Wang  Yinshan,  Li  Yang,  Diao  Lie  and  others  beat  and  abused  and  maltreated  me.    Li  and 
Diao  who  were  present  were  infuriated  and  abused  and  insulted  me.   That  evening,  section 
chief  Wang  Yinshan  came  to  my  cell  to  provoke  and  beat  me.    With  the  help  of  his 
classmate  in  the  police  academy,  section  chief  Yang  Baoxi  and  Yang  Jun,  and  a  dozen  other 
common  criminals,  he  held  me  down  at  the  entrance  of  the  watercloset,  and  administered 
what  they  called  "electric  shock  therapy"  and  several  12,000-volt  high  tension  riot  batons. 
While  shocking  me,  they  shouted:  "So  you're  tough!"  (I  clenched  my  teeth)  "Are  you  giving 
up?"  "Dare  you  try  to  complain  again?"    Even  when  I  was  forced  to  say  "I  give  up",  "I 
won't  dare  complain  again",  and  admitted  that  it  was  I  who  hit  section  chief  Wang  and  not 
the  other  way  around  (it  was  a  confession  extorted  by  savage  beating),  they  still  would  not 
stop.    They  then  sent  me  to  the  strict  regime  den  for  three  months  until  January  6.  199."^.  not 
long  before  the  Spring  Festival. 

When  I  was  under  the  strict  regime,  the  three  section  chiefs  Wang,  Yang  and  Li  forced  me 
to  write  confessions  of  my  "crime."   They  tortured  me  and  forced  me  to  confess  that  I 
planned  to  kill  section  chief  Wang  Yinshan.    I  came  under  close  surveillance  as  soon  as  I 
arrived  at  Lingyuan's  Second  Brigade.    I  could  not  even  come  close  to  a  policeman.    And 
they  wanted  me  to  confess  that  I  tried  to  kill  a  government  cadre.    They  stood  facts  on  their 
heads  and  talked  nonsense. 
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On  October  2,  1992,  I  started  a  hunger  strike  to  protest  continued  beatings,  abuses  and  the 
illegal  strict  regime  confinement.   1  refused  to  eat  or  drink  for  a  whole  week  until  the  night 
of  October  10,  when  deputy  section  chief  Li  Yang,  with  the  help  of  common  criminals  Yang 
Jun,  Liu  Yuanchao,  Hao  Yiguo,  Wang  Fusheng,  Zheng  Shengyi,  Bi  Qingkui  and  Ying 
Yuhua,  took  me  to  the  conference  room  of  the  prison  administration  and  force  fed  me  com 
porridge  through  a  tube.   The  claimed  they  were  "carrying  out  Premier  Li's  instruction:    it  is 
important  to  save  a  life.   We  are  treating  you  in  a  revolutionary  humane  way."   They 
threatened  me,  saying  "If  only  your  family  dare  to  file  a  complaint,  you  will  die  right  here 
and  your  entire  family  will  go  to  prison." 

Between  October  2,  1992  and  January  6,  1993,  I  often  refused  to  take  food.   During  the  first 
two  months,  I  only  took  food  once  on  Wednesday  and  again  on  Sunday  during  the  entire 
week.   And  each  time,  only  about  500  grams.    During  the  month,  I  ate  only  once  every  day 
and  about  200  grams.    My  health  continued  to  deteriorate  and  I  lost  weight  rapidly.    Even 
under  those  conditions,  Wang  Shijun,  commander  of  the  strict  regime  brigade,  with  the  help 
of  a  dozen  common  criminals,  forced  me  to  sit  on  the  "worker's  tiger  bench,"  or  held  me 
down  on  the  cement  floor.   He  also  personally  beat  me,  saying  "I  don't  believe  I  can't  break 
you,  you  little  counterrevolutionary,  little  riot  criminal",  "I'd  rather  lose  my  head  to  make 
you  confess  to  your  crime,  to  make  you  bow  to  the  communist  party",  I'd  rather  be  expelled 
from  the  party  and  from  the  police  force.    But  I  will  eliminate  you,  a  gardened  stinking 
dangerous  element,  for  the  party",  "This  is  the  dictatorship  of  the  proletariat,  the  meat 
grinder.    If  you  refuse  to  bow  your  head,  we  will  grind  you  slowly  to  death",  "If  you  don't 
confess  your  crime,  you  will  never  leave  the  Second  Brigade  alive.    This  is  what  the  Second 
Brigade  is  about. " 

The  room  for  reflection  was  dark,  damp  and  cold.   The  window  panes  were  broken  and  cold 
air  kept  coming  in.   It  was  a  large  empty  room  measuring  70  square  meters,  and  I  was  the 
only  occupant.    I  was  only  allowed  to  have  simple  beddings.    I  lived  there  for  seven  months 
and  was  often  forced  to  sit  on  the  bench  or  on  the  cement  floor.   During  my  stay  in  the 
Second  Brigade,  I  was  only  allowed  to  bathe  myself  five  times  in  almost  two  years.    In  the 
year  and  more  between  November  1991  and  January  1993,  I  was  never  allowed  to  go  down 
stairs  for  exercise.    1  could  not  even  sun  my  damp  beddings.    During  my  period  of 
"reflections,"  I  was  not  even  allowed  to  wash  my  feet,  face  or  clothing  for  long  periods  of 
time.    The  terrible  living  conditions  and  inhumane  treatment  resulted  in  my  contracting 
arthritis,  myocarditis,  kidney  and  skin  diseases,  and  hemorrhoids.    I  often  suffered  from 
prolapse  of  the  anus,  but  could  not  get  prompt  and  effective  treatment.    They  even  refused  to 
allow  me  to  go  to  the  hospital  for  treatment. 

I  am  not  saying  all  policemen  at  the  Lingyuan  Second  Brigade  are  heartless  people.    But 
under  the  strict  control  of  the  brigade  commander  Zhan  Aiquing,  all  those  who  felt  sympathy 
for  me  or  were  willing  to  beat  me  were  transferred^ away.    Quite  a  few  cadres  who  were 
directly  responsible  for  my  supervision  were  considered  politically  not  firm  enough  and  were 
transferred  or  demoted  simply  because  they  showed  some  friendship  for  me.    On  the  other 
hand,  all  those  who  beat  me  were  promoted.    Take  Yang  Guopiong,  for  example,  he  was 
promoted  by  the  brigade  commander  to  section  chief  of  prison  administration  in  charge  of 
overall  work.    Recently,  he  was  promoted  again  to  president  of  the  trade  union  with  the  rank 
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of  a  deputy  brigade  commander.    Diao  Lie  and  Li  Yang  were  both  in  their  thirties  when  they 
were  promoted  to  be  group  leader  or  deputy  section  chief.    Yang  Baoxi  was  promoted  from 
deputy  to  section  chief  and  became  reputedly  the  youngest  chief  of  prison  administration  in 
the  Lingyuan  area.    Secretary  Liu  Guodong  was  sent  to  college  to  get  higher  education.   The 
main  criterion  forjudging  a  cadre  at  Lingyuan's  Second  Brigade  is  whether  he  beats 
prisoners  savagely  enough.   The  surest  way  to  win  promotion  is  to  beat  and  abuse  me.   That 
prompted  some  young  policemen  to  try  their  manhood  on  me  simply  to  show  their  ability  in 
reforming  and  punishing  people.   When  one  demonstrated  that  he  could  break  me,  it  was 
indisputable  proof  of  his  talent,  and  he  was  sure  to  get  quick  promotion.   He  may  even 
publish  a  paper  and  win  reception  and  praise  by  a  senior  official. 

All  the  policemen  I  am  accusing  are  the  ones  who  directly  supervise,  who  have  a  right  to 
administer  "electric  shock  therapy"  to  me  at  any  time  and  place,  or  practice  other  forms  of 
"revolutionary  humanitarianism."  They  even  exercise  the  right  of  life  and  death.    Deputy 
section  chief  Li  Yang  told  me  himself  that  he  could  order  me  to  go  near  the  barbed  wires 
and  then  accuse  me  of  trying  to  escape  and  have  me  shot.   No  one  would  fmd  out  the  truth. 
Even  if  it  is  finally  exposed,  the  most  he  would  get  would  be  a  7-year  prison  term  for 
dereliction  of  duty.    At  the  present  time,  all  the  policemen  know  I  am  determined  to  file 
complaints  against  them.    So  they  try  hard  to  obstruct  and  unscrupulously  intimidate  me  with 
their  retaliation.   They  often  shout  at  me:  "What  are  you  going  to  do  me?   Go  ahead  and 
complain  against  me.    I  am  a  communist  party  member,  wearing  police  uniform.    I  will  get 
promotion  all  the  same  and  supervise  you  all  the  same!"    If  these  people  who  beat  and  abuse 
us  at  will  are  allowed  to  go  scott-free,  or  even  win  praise  and  promotion  from  their 
superiors,  it  would  be  trampling  the  law  underfoot,  a  contempt  for  human  rights,  and  even 
my  life  would  be  in  danger.    Section  chief  Yang  Baoxi  told  me:  "I  could  order  every 
prisoner  in  the  Second  Brigade  to  stab  you  with  his  finger  and  stab  you  to  death.    And  no 
one  would  be  held  responsible.    You  won't  know  whom  to  complain  against." 

I  know  very  well  I  should  value  my  own  life.    I  shall  live  and  see  for  myself  that  law  and 
human  rights  are  respected,  that  the  democratization  of  China  moves  forward,  and  that 
China's  human  rights  conditions  improve. 


Note:   Sitting  on  the  bench  is  form  ofcoqjond  punishment  for  prisoners  of  conscience  in 
Lingyuan  prison.    Everyday,  Liu  Gang  was  forced  to  sit  on  a  bench  about  two  meters  long 
and  fifty  centimeters  high,  but  only  ten  centimeters  wide,  to  "reflect  on  his  crimes" 
sometimes  for  more  than  ten  hours  a  day.    Sitting  on  that  bench  over  a  long  period  of  time 
causes  swollen  tegs  or  even  the  shriveling  of  the  muscles. 

Post  script:     According  to  Liu  Gang's  younger  sister,  she  found  Liu  Gang  in  very  poor 
health  when  she  saw  him  on  April  19.    Because  he  was  suffering  from  a  prolapse  of  the 
anus,  he  could  not  even  sit  steadily.   A  third  of  his  hair  had  turned  white  and  begun  to  fall 
off    He  had  psoriasis  all  over  his  head  so  his  hair  looked  even  whiter.    He  had  pimples  all 
over  his  face  from  the  dampness.    He  was  very  thin.   And  that  was  only  wliat  she  could  see 
from  the  surface. 


135 


Wisconsin  Project 

on  Nuclear  Arms  Control 


Gur\   Milhtilhn 

Prnte%\i>r.  tntvrrxil}  iif  Wistnnstn  Sthintl  of  Law 

Dirtcior 


PREPARED  STATEMENT  OF  GARY  MILHOU.IH 
DIRECTOR,  WISCONSIN  PROJECT  ON  NUCLEAR  ARMS  CONTROL 


Before  the  Subcommittee  on  Economic  Policy,  Trade 
and  the  Environment 

the  Subcommittee  on  International  Security, 
International  Organizations  and  Human  Rights 

and  the  Subcommittee  on  Asia  'and  the  Pacific 


of  the 

Committee  on  Foreign  Affairs 

United  States  House  of  Representatives 


May  20,  1993 


136 


I  an  pleased  to  be  able  to  address  these  siibcoonittees  today 
on  the  question  of  Aaerlcan  trade  relations  with  China — and  more 
specifically,  on  whether  China  should  continue  to  enjoy  the 
status  of  a  nost  favored  nation. 

I  believe  that  China  should  lose  that  status  unless  it  stops 
sabotaging  Western  efforts  to  curb  nuclear  and  nissile 
proliferation.   Unless  China  changes  its  export  behavior,  the 
proliferation  problem  can't  be  solved.   China  is  now  the  leading 
supplier  of  nuclear  weapon  and  ballistic  missile  technology  to 
the  developing  world.   During  the  1980s  and  1990s,  China  supplied 
billions  of  dollars'  worth  of  nuclear  and  missile  technology  to 
South  Asia,  South  Africa,  South  America  and  the  Middle  East.   It 
did  so  in  the  teeth  of  U.S.  protests,  and  despite  repeated 
promises  to  stop.   The  exports  are  still  going  on  today.   And 
while  they  do,  they  make  it  virtually  impossible  for  the  United 
States  and  the  West  to  halt  the  spread  of  weapons  of  mass 
destruction — a  trend  that  endangers  everyone. 
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North  Korea 

The  North  Korean  A-bomb  progreun  now  threatens  to  start  a 
nuclear  arms  race  in  Asia.   Instead  of  cooperating  with  the  rest 
of  the  world  In  pressuring  North  Korean  dictator  Kim  11  Sung  to 
give  up  the  bomb,  China  is  in  favor  of  coddling  him.   On  March 
12,  North  Korea  declared  that  it  was  withdrawing  from  the  Nuclear 
Nonproliferation  Treaty  because  inspectors  from  the  International 
Atomic  Energy  Agency  insisted  on  visiting  two  suspected  nuclear 
waste  sites.   North  Korea  refused  the  inspections,  violating  its 
Treaty  pledge.   On  April  2,  when  the  IAEA  voted  to  refer  the 
violation  to  the  U.N.  Security  Council,  only  China  and  Libya 
voted  against  it.   China  also  warned  that  it  would  oppose 
Security  Council  sanctions  if  the  matter  came  to  a  vote  there. 
The  Chinese  Foreign  Ministry  said  that  "it  is  a  question  mark" 
whether  Pyongyang  is  building  nuclear  weapons  and  claimed  that 
"dialogue  is  more  effective  than  pressure" — ignoring  the  fact 
that  China  is  North  Korea's  biggest  trading  partner. 

North  Korea's  withdrawal  becomes  effective  June  12.   China 
remains  the  biggest  roadblock  to  sanctions.   Despite  its  claim 
that  it  does  not  want  a  nuclear  North  Korea,  Beijing's  threat  of 
a  using  its  U.N.  veto  boils  down  to  shielding  Pyongyang's  nuclear 
bomb  program. 

Pakistan 

According  to  a  stream  of  news  reports,  U.S.  intelligence 
recently  spotted  Chinese  M-11  missiles,  or  at  least  their 
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components,  moving  through  the  Pakistani  port  of  Karachi.  The  M- 
11  flies  over  186  niles  with  a  nuclear-sized  payload,  so  by 
selling  it  China  is  violating  its  promise  to  abide  by  the  Missile 
Technology  Control  Regime.   The  Regime  is  an  agreement  among 
supplier  nations  to  prohibit  the  sale  of  this  sized  missile  to  a 
country  like  Pakistan.   Since  Pakistan  can  also  make  nuclear 
warheads,  China  is  taking  India  and  Pakistan  another  step  closer 
to  a  possible  nuclear  war. 

Syria 

In  early  1992,  U.S.  officials  said  that  China  had  delivered 
about  30  tons  of  ingredients  for  making  solid  missile  fuel  to 
Syria,  and  that  China  planned  to  send  60  more  tons  soon 
afterward.   These  deliveries  may  be  related  to  a  reported       f 
agreement  in  1989  to  sell  its  aeo-mile  M-9  missile  to  Syria.   To 
avoid  getting  caught  selling  entire  missiles  to  Syria,  China 
appears  to  be  selling  missile  components  and  the  means  to  make 
missiles. 

Iran 

In  September  1992,  China  agreed  to  sell  a  300-megawatt  power 
reactor  to  Iran,  and  has  also  considered  selling  a  25  to  30- 
megawatt  research  reactor.   Each  of  these  reactors  would  give 
Iran  its  first  access  to  bomb  quantities  of  plutonium,  the 
nuclear  weapon  material  that  destroyed  Nagasaki. 
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Algeria 

China  is  now  building  a  nuclear  reactor  in  Algeria,  which 
was  begun  in  secret  in  the  1980s  and  revealed  by  U.S. 
intelligence  in  1991.   The  reactor  is  at  a  remote  location,  has 
no  electric  power  lines,  is  too  small  to  be  plausible  for 
electricity,  and  too  large  to  be  necessary  for  research.   At  its 
announced  power  of  15  megawatts,  the  reactor  could  make  enough 
Plutonium  for  about  two  A-bombs  every  three  years.   At  a  power  of 
sixty  megawatts,  which  has  also  been  mentioned,  it  could  make 
over  two  bombs  per  year.   Since  power  levels  in  heavy  water 
reactors  of  this  type  can  readily  be  scaled  up,  the  reactor  moves 
Algeria,  which  has  not  signed  the  Nuclear  Non-Proliferation 
Treaty,  much  closer  to  the  bomb. 

Other  dangerous  exports 

Nobody  should  be  surprised  by  this  pattern  of  exports.   It 
has  been  going  on  for  a  long  time.   In  1983,  U.S.  intelligence 
discovered  that  China  had  given  Pakistan  the  design  of  a  tested 
nuclear  weapon.   And  in  1991,  U.S.  officials  confirmed  that  China 
had  also  given  Pakistan  something  even  worse — enough  weapon-grade 
uranium  to  fuel  the  bomb.   With  the  Chinese  design,  Pakistan  was 
able  to  manufacture  and  test  nuclear  weapon  parts  one  by  one  and 
then  test  the  whole  design  with  a  dummy  nuclear  core.   Pakistan 
could  thereby  avoid  an  overt  test,  which  would  have  cut  off 
American  aid.   According  to  a  news  report  unchallenged  by  U.S. 
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officials,  Pakistan  now  has  a  workable  bomb  weighing  only  four 
hundred  pounds. 

Despite  China's  outrageous  nuclear  aid  to  Pakistan,  U.S. 
officials  initialled  a  nuclear  trade  agreement  with  China  barely 
a  year  later,  in  April  1984.   The  accord  was  based  on  a  famous 
White  House  toast  in  January  1984,  in  which  Premier  Zhao  declared 
that  China  does  not  "engage  in  nuclear  proliferation  ourselves, 
nor  do  we  help  other  countries  develop  nuclear  weapons . " 

But  China  continued  to  help  Pakistan.   In  1986,  according  to 
West  German  officials,  China  sold  Pakistan  a  quantity  of  tritium, 
used  to  achieve  thermonuclear  fusion  in  hydrogen  bombs  and  to 
boost  the  yield  of  fission  (atomic)  bombs.   With  a  supply  of 
tritium,  Pakistan  could  make  its  current  fission  bombs  powerful 
enough  to  destroy  entire  cities. 

Meanwhile,  from  1982  to  1987,  China  secretly  sold  India  at  m 
least  130  to  150  tons  of  "heavy  water."   Heavy  water  looks  and 
tastes  like  ordinary  water  but  is  used  to  operate  reactors  that 
make  plutonium.   The  Chinese  could  have  been  under  no  illusions 
about  where  the  water  was  going.   Ton  quantities  of  heavy  water 
are  needed  only  for  reactors,  and  in  the  mid-1980s  only  Indian 
reactors  needed  multi-ton  quantities. 

China  sold  the  water  secretly,  with  no  strings  attached, 
allowing  India  for  the  first  time  to  start  a  reactor  entirely 
free  of  international  controls — meaning  that  the  plutonium  the 
reactor  made  would  be  free  to  go  into  atomic  bombs.   Chinese 
heavy  water  sales  continued  until  1987,  enabling  India  to  start 
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at  least  one  and  possibly  three  reactors  free  of  international 
controls.   Running  at  full  capacity,  these  three  reactors  can 
make  enough  plutoniun  for  up  to  40  atomic  bombs  per  year. 

In  South  America,  U.S.  officials  began  to  contend  with 
Chinese  shipments  in  the  early  1980s.   In  1982,  China  sent  at 
least  50  tons  of  heavy  water  to  Argentina,  enough  to  help  build  a 
few  atomic  bombs  per  year  if  Argentina  wanted.   This  occurred 
after  China  had  been  told  in  1981  that  the  shipments  were  being 
diverted.   The  French,  who  had  asked  for  explanations  because  the 
shipments  went  through  Paris,  seem  to  have  found  the  real  motive: 
"One  receives  the  impression  that... each  Chinese  department  tries 
in  its  own  way  to  bring  in  the  much  sought-after  foreign 
exchange . .  .  .  " 

In  1984,  China  also  supplied  Argentina's  rival,  Brazil. 
Secretly,  and  without  requiring  international  inspection,  China 
sold  Brazil  enriched  low-uranium  useful  for  bomb-making.   China 
also  agreed  in  1985  to  help  Brazil  with  liquid  fuel  technology 
and  missile  guidance  in  return  for  Brazil's  solid  fuel  rocket 
technology.   This  may  help  Brazil  build  its  first  strategic 
missile,  projected  to  have  a  range  of  over  2,000  miles,  from  its 
VLS  space  rocket. 

China  also  helped  South  Africa's  nuclear  efforts.   In  1981, 
China  secretly  sent  Pretoria  two  large  shipments  of  low-enriched 
uranium.   The  sale  happened  just  as  the  United  States  was  trying 
to  cut  off  enriched  uranium  supplies  in  order  to  get  South  Africa 
to  join  the  Nuclear  Nonproliferation  Treaty.   U.S.  officials 


142 


protested  that  the  Chinese  shipments  "would  weaken  the  American 
potential  to  influence  South  African  policies." 

I  have  already  mentioned  China's  current  deals  in  the  Middle 
East.   In  addition  to  its  reactor  sales  to  Algeria  and  Iran,  and 
its  missile  deal  with  Syria,  China  sold  the  1,500-mile  range  CSS- 
2  missile  to  Saudi  AreJDia.   This  missile  is  almost  useless  as  a 
conventional  weapon  because  of  its  low  accuracy,  but  it  becomes 
a  real  threat  when  armed  with  a  nuclear  warhead. 

American  attempts  to  stop  China's  dangerous  exports  have 
consistently  failed.   The  American  policy  has  been  to  complain, 
and  then  to  do  nothing  when  its  complaints  are  ignored.   There  is 
a  saying  that  "you  don't  change  a  winning  geuae."   But  you  do 
change  a  losing  game,  and  a  losing  game  is  what  we  have  with 
China. 

How  do  we  change  it?   I  think  we  must  convince  China  that  it 
has  more  to  lose  from  these  sales  than  it  has  to  gain.   And  the 
best  way  to  convince  China  is  to  put  its  trade  surplus  with  the 
United  States  at  risk.   China's  surplus  is  now  reported  at  about 
$18  billion  per  year.   Its  nuclear  and  missile  deals  with  the 
third  world  are  only  a  fraction  of  that.   If  forced  to  chose, 
China  is  likely  to  prefer  its  trade  relation  with  the  United 
States  to  selling  weapons  of  mass  destruction  to  developing 
countries. 
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I  recommend  that  China's  MFN  status  be  removed  unless  China 
does  the  following: 

*  Joins  the  Missile  Technology  Control  Regime  as  a  full 
member  and  publicly  renounces  amd  halts  its  sales  of  M-ll 
and  M-9  missiles.   China  should  also  renounce  amd  halt  the 
sale  of  any  components,  materials  or  manufacturing  equipment 
useful  for  m2i)cing  missiles  covered  by  the  Regime. 

*  Cancels  its  reactor  sales  to  Iran  and  scales  back  the 
reactor  being  sold  to  Algeria  to  ensure  that  its  power 
cannot  be  increased. 

*  Joins  the  Nuclear  Suppliers  Group,  the  consulting 
organization  through  which  supplier  countries  structure 
their  nuclear  sales  according  to  nonproliferation 
guidelines.   This  would  help  stem  the  flow  of  sensitive 
exports  to  countries  like  Iran. 

*  Supports  sanctions  against  North  Korea  in  the  U.N. 
Security  Council  if  North  Korea  does  not  abandon  its  nuclear 
weapon  program. 
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CONTINUITY  AND  CHANGE  IN  CLEVTON'S  CHINA  POUCY 

Thomas  W.  Robinson 
American  Asian  Research  Enterprises 

Mid-spring  1993  was  too  eariy  for  the  Clinton  administration  to  work  out  a  policy  toward 
China  significantly  different  from  George  Bush.  The  new  government  was  too  engrossed  in 
taking  over  the  reins  of  power,  domestic  concerns  were  too  demanding,  and  other  foreign  policy 
problems  were  more  immediate.  Indeed,  if  it  were  not  for  the  near-term  (June)  deadline  of 
deciding  whether  and  under  what  conditions  to  renew  most-favored  nation  (MFN)  treatment  for 
China,  there  could  be  further  delays.  With  a  newly  appointed  Assistant  Secretary  of  State  for 
East  Asia  not  even  confirmed,  moreover,  any  changes  in  policy  toward  Beijing  could  not  even 
be  definitively  articulated  much  less  adopted.  Under  such  circumstances,  analysts  could  only 
resort  to  educated  guesses. 

Nonetheless,  enough  straws  in  the  wind  had  appeared  and  enough  actions  had  been  taken 
(or,  just  as  signiflcandy,  not  taken)  to  permit  preliminary  esdmates.  Further,  American  policy 
toward  China  did  not  emerge  full  blown  from  the  White  House  or  the  State  Department;  there 
was  also  a  Chinese  input,  already  evident.  One  could  as  well  sense  likely  developments  merely 
by  simple  understand  of  the  evolution  of  the  domestic  situations  in  the  two  countries  as  well  as 
post-Cold  War  trends  and  forces  to  which  both  nations  were  subject.  Putting  all  these  factors 
together  made  it  possible  to  drawn  at  least  preliminary  conclusions. 

Clinton's  campaign  promises  stressed  human  rights,  seemingly  at  the  expense  of  the 
moral  and  security-diplomadc  elements.  But  those  statements  could  not  constitute,  and  were  not 
designed  to  be,  a  policy  although  with  little  else  to  go  on  some  cried  to  make  them  into  such. 
Thus,  it  was  thought  that  Clinton  as  President  would  heavily  condition  economic  policy  on 
American  assessment  of  the  human  rights  situation  in  China  and  would  take  new  policy 
departures  with  human  rights  primarily  in  mind  -for  instance,  creating  a  surrogate  "Radio  Free 
China"  radio  service.  Later,  during  the  transition  months,  Clinton  met  Bush  and  came  away 
with  the  sutement  that  not  all  that  the  prior  administration  had  done  with  regard  to  China  was 
bad.  The  conclusion  was  immediately  but  incorrectly  drawn  that  policy  continuity  would  be  the 
order  of  the  day,  when  in  fact  the  President-elect  merely  wished  to  preserve  his  options 
regarding  China  while  he  first  addressed  more  pressing  domestic  issues. 

Outside  studies  and  conferences  -gatherings  of  scholars  and  analysts-  represented  the 
weighted  average  of  informed  opinion  on  the  state  of  play  in  American-Chinese  relations  and 
what  was  likely,  or  should,  go  into  a  new  policy  if  only  the  new  government  would  listen.  One 
can  obtain  useful  impressions  from  these  reports.'  If  rationality  on  both  sides  were  to  prevail, 
the  many  problems  in  the  relationship  could  be  resolved  successfully,  since  none  represented  an 
ultimate  challenge  to  sovereignity  or  vital  interests  (particularly  concerning  economic  issues). 
Or,  the  dangers  of  the  early  1990s  stemmed  more  from  misimpressions  about  or  lack  of  control 
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uver  details  in  Beijing  than  from  policy  departures  deliberately  taken  in  full  knowledge  of  the 
probably  deliterious  consequences  that  could  follow  (this  became  a  fiavorite  explanation  of 
Chinese  policies).  Or,  finally,  Chinese  policy  toward  the  United  States  was  already  meliorating 
and  would  continue  as  the  country  modernized,  developed  economically,  and  became 
increasingly  interdependent.  The  best  American  policy  was  to  exercise  patience  and  wait  for  the 
gradual  transformation  of  the  Beijing  regime  into  a  cooperative  international  actor  playing  by 
the  accepted  rules  of  the  international  game.  While  there  were  many  other  themes,  some  not 
so  benign,  these  analyses  generally  indicated  that,  given  time  and  understanding,  American- 
Chinese  relations  would  gradually  improve  and  the  best  policy  for  the  new  American  government 
was  to  not  rock  the  boat  and  to  avoid  an  unnecessarily  confrontational  position. 

Early  post-inaguration  indications  of  Clinton's  China  policy  combined  these  themes  - 
human  rights-centered  campaign  rhetoric  and  more  rational  and  optimistic  notions  of  the  experts. 
One  indication  was  the  testimony,  at  his  Senate  confirmation  hearing  in  late  March,  of  Assistant 
Secretary-designate  Winston  Lord.^  He  clearly  downplayed  China  in  favor  of  Japan,  balanced 
obvious  policy  concerns  with  optimistic  views  concerning  future  relations,  softpedalled 
differences  in  policy  and  approach  between  Washington  and  Beijing,  and  hardly  mentioned 
human  rights.  WhUe  he  surely  wanted  to  mute  controversy  to  assure  his  own  confirmation,  his 
statement  was  cleared  by  the  White  House  and  represented  the  most  authoritative  indication  to 
that  point  of  the  new  government's  thinking  on  the  subject.  Another  indication  was  the  notion 
that,  with  Bush  out  of  the  White  House,  Congress  would  not  have  to  find  or  exploit  issues  for 
political  purposes  and  could  therefore  settle  back  to  a  more  nearly  reasonable  approach  to  China. 
This  was  assented  to  by  a  number  of  the  ranking  members  of  both  houses,  for  instance 
Representative  Lee  Hanulton  and  Senator  George  Mitchell,  as  well  as  Trade  Representative 
Mickey  Kantor.'  While  reiterating  their  continuing  concern  for  human  rights  in  China,  they 
also  noted  that,  when  deciding  the  all-important  MFN  issue,  the  increasing  economic  (and 
perhaps  even  fwlitical)  importance  of  Hong  Kong  and  rapid  Chinese  economic  development 
eventually  and  inevitably  pushing  China  toward  democracy  must  be  taken  into  consideration. 
The  White  House  itself  deliberate  stepped  back  from  a  too-forward  position  vis-a-vis  China.  An 
inter-agency  review  of  China  policy  took  place,  with  many  institutional  inputs  diluing  the  views 
of  those  wishing  to  formulate  policy  on  the  basis  of  single  issues.  The  review  also  bought  time, 
and  the  subsequent  report  —carefully  structured  and  balanced  to  reflect  divergent  interests  and 
views  -  could,  if  Clinton  so  chose,  help  excuse  himself  from  the  charge  that  he  had  unthinkingly 
subsumed  overall  policy  toward  an  important  country  to  a  single,  highly  emotional  issue. 

These  indicators  coalesced  in  the  notion  that,  come  June,  the  Administration  would 
propose  exiention  of  MFN  for  another  year  but  attach  a  list  of  human  rights-centered  conditions, 
worked  out  ahead  of  time  with  relevant  members  of  Congress,  Lhat  Beijing  would  have  to  satisfy 
before  June  1994.  That  would  have  many  virtues.  It  would  take  the  heat  off  the  President,  buy 
him  needed  time,  yet  not  make  him  vulnerably  to  the  charge  that  he  bought  the  Bush 
"compromising"  line  on  ChLia.  It  would  keep  power  of  decision  on  an  important  foreign  policy 
issue  m  the  Oval  Office.  It  would  keep  pressure  on  Beijing  to  extend  its  reform  program  to  the 
political  arena.  It  would  p'ovide  the  forces  of  reform  in  China,  carrying  the  country  ahead 
economically   toward    marketization   and   interdependence,   yet   another   year   to    strengthen 
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themselves  for  the  post-Deng  Xiaoping  struggle  for  primacy.  It  would  allow  Clinton  to  side-track 
an  issue,  however  important  it  might  become  eventually,  during  the  first  year  of  an 
administration  dedicated  principally  to  domestic  economic  reform  and  to  keeping  out  of  trouble 
in  foreign  policy.  And  it  would  put  American  China  policy  in  proper  perspective:  hardly 
Washington's  most  important  foreign  policy  issue  and  quite  a  bit  behind  aiding  Russia,  settling 
the  Bosnia-Serbian  question,  addressing  the  North  Korean  nuclear  problem  and  the  perpetually 
unsettled  nature  of  the  Middle  East,  coping  with  the  host  of  intemadonal  economic  issues, 
formulating  a  new  national  security  policy,  and  working  out  a  new  relationship  with  Japan. 

Evidence  pointing  in  this  direction  came  also  from  China.  Beijing  asserted  repeatedly 
that  it  wished  to  improve  relations  with  Washington  and  not  see  the  downward  spiral  continue. 
The  rulers  behind  the  Chung  Nan  Hai  wall  took  care  not  to  percipitate  new  crises  with  America 
nor  exacerbate  old  issues  (such  as  nuclear  proliferation  or  export  of  missile  technology).  They 
released  some  prominent  political  prisoners.  They  made  sure  that  sufficient  Chinese  could  travel 
to  the  United  States  (thus  making  sure  that  the  Chinese  policy  relating  to  the  Jackson-Vanik 
Amendment,  the  formal  basis  of  the  MFN  renewal  question,  could  not  be  questioned).  The 
regime  announced  high-profile  purchases  from  American  companies  and  sent  buying  missions 
to  the  United  States  to  offset,  as  best  as  possible,  the  deliterious  effects  of  the  lopsided  trade 
imbalance.  It  continued  (minimal)  coqieration  with  the  Western  powers  in  the  United  Nations 
Security  Council  and  other  intemadonal  insDtudons  regarding  several  intemadonal  organization- 
centered  crises  (Cambodia,  Bosnia,  Somalia,  North  Korea).  Beijing  minimized  its  protest 
against  the  American  sale  of  F-16  fighter  aircraft  (and  other  weapon  systems)  made  in  overt 
violation  of  the  1982  Communique.*  Advised  by  many  to  "cool  it"  with  the  Americans,  the 
Chinese  did  just  that,  if  only  for  the  while.' 

The  result  was  to  remove  the  China  issue  from  the  center  of  American  popular  attention, 
a  place  it  had  occupied,  to  Beijing's  detriment,  since  the  June  1989  Tiananment  Incident.  And 
although  inexplicitly  slow  to  come,  by  1993  the  fact  of  China's  rapid  economic  growth  and 
modernist  transformation  was  penetrating  deeper  into  American  society.  Obvious  implications 
were  also  beginning  to  be  drawn,  if  slowly.  One  was  that  China  was  becoming  an  economic 
actor  of  great  importance  to  the  United  States.  Many  noticed  the  large  (in  1992,  c.$18  billion) 
and  increasing  trade  deficit  with  China,  increasing  American  investments  in  China  (bordering 
on  $10  billion),  rapid  growth  of  the  Chinese  economy  (double-digit  and  possibly  remaining  that 
way),  and  statements  that  China's  economy  would  by  century's  end  surpass  Japan's  and  even 
rival  that  cf  the  United  States.  With  such  economic  growth,  overall  modemizadon  -societal, 
cultural,  and  political  as  well  as  economic-  was  also  taking  place.  That  meant  in  particular 
eventual  democratization,  which  when  coupled  with  the  more  immediately  obvious  marketization 
or"  the  economy,  meant  that  China  in  the  long  (15  years  or  beyond)  term  would  probably  transist 
to  a  polity  and  an  economy  different  in  detail  but  not  in  kind  from  that  of  other  advanced 
nations.  China's  economic  success  was  creating  a  nation  so  powerful  internationally  that  it  could 
neither  be  ignored  or  taken  for  granted.  A  new  era  of  relative  power  equality  was  emerging  in 
which  Washington  would  have  to  take  Beijing's  opinions  and  policies  into  account  on  an 
.ncreasmgly  large  and  diverse  set  of  issues.  It  was  no  longer  a  foregone  conclusion  that 
America  could  always  have  iis  way  with  China. 


147 

But  these  changes  were  only  beginning  to  be  appreciate  in  Washington  and  less  so  in 
the  country  as  a  whole  (although  it  should  be  noted  that  the  attentively  literate  sector  of  the 
nation  and  much  of  the  business  community  were  increasingly  aware  of  them).  And  American 
policy  toward  China,  formulated  by  a  new  government  taking  its  moat  important  cue  from  public 
opinion,  still  depended  on  a  heavily  moralistic  view  of  China,  hardly  without  reason,  as  it 
appeared  in  the  immediate  aftermath  of  Tiananmen,  Missing  was  a  more  considered  view  the 
product  not  only  of  careful  attention  to  the  facts  but  also  of  a  realistic  understanding  of  American 
interests  regarding  China  and  the  kinds  and  amounts  of  power  that  could  support  them. 

It  was  not  hard  to  categorize  interests:  they  were  no  different  from  the  thology  that 
informed  American  policy,  for  better  or  worse,  toward  China  for  at  least  a  century  and  in  some 
instances  for  two.  The  United  States  always  compartmentalized  its  China  interests  into  security- 
diplomatic,  trade  (i.e.,  economic),  and  moral-ideaiistic  components.  The  history  of  American 
policy  toward  China  turned  en  the  comparative  emphasis  on  one  or  another  of  these  elements, 
modulated  by  the  power  that  various  American  governments,  in  response  to  popular  demands 
but  not,  usually,  in  accordance  with  a  more  objective  and  calculated  analysis,  was  willing  and 
able  to  expend  to  support  those  interests.  The  age-old  problem  with  American  policy  was  that 
at  almost  no  time  did  it  unite  all  three  elements  in  a  sophisticated  manner  and  match  them  with 
available  American  power.'  The  new  American  administration  appeared,  in  the  early  months 
of  its  rule,  to  be  no  exception  to  this  historical  "rule":  it  was  no  closer  than  other  American 
governments  to  such  a  policy,  probably  somewhat  farther  away  than  the  former  administration 
because  of  its  heavier  emphasis  on  the  moral-idealistic  component,  and  unwilling  to  confront  the 
gap  between  emotionally-based  popular  opinion  and  more  rational  national  interests. 

In  other  times,  a  policy  based  mostly  on  what  the  people  desired  and  either  deliberating 
eschewing  composite  formulation  or  not  worrying  about  which  element(s)  should  take  primacy 
would  not  have  been  severely  damaging  to  the  United  States.  But  that  was  not  the  case  in  the 
post-Cold  War  period  nor  ^^'as  it  the  case  (for  the  first  time  in  American-Chinese  relations)  in 
an  era  of  rapid  Chinese  power  expansion  and  the  beginnings  of  Chinese  power  projection. 
Despite  the  grand  American  victory  in  the  Gulf  War,  the  demise  of  communism  in  many  and 
important  places,  and  the  breakup  of  the  Soviet  Union  and  Moscow's  near-withdrawal  from 
world  affairs,  the  United  States  was  far  from  dominating  the  globe,  in  security,  economic,  or 
political  terms.  America  had  suffered  a  major  decline  in  its  overall  relative  power,  especially 
in  .Asia,  and  was  constrained  to  devote  increasing  percentages  of  its  resources  to  repairing  the 
huge  set  of  domestic  problems  that  had  built  up  over  many  yean.  It  would  take  most  of  the  rest 
of  the  decade,  under  the  most  favorable  circumstances  (i.e.,  few  or  no  intervening  international 
crises),  to  make  the  necessary  domestic  policy  changes  and  investments  before  the  United  Slates 
would  be  ready  (the  question  of  will  was  another  thing)  again  to  participate  fully  as  recognized 
leader  in  constructing  a  viable  new  international  order.  Moreover,  the  post-Cold  War  situation 
was  complex  and  confusing  to  America:  multipolarity,  interdq)endence,  governmental  collapses 
and  nationality  based  implosions,  and  the  lack  of  easily  identifiable  national  security  opponents 
all  forced  the  new  administration  to  step  back  and  consider  what  to  do  and  where  to  go.  If  the 
government  was  thus  justifiably  cautious,  the  populace  could  not  be  blamed  for  being  more  so. 
And  since  no  new  foreign  policy  could  be  constructed,  especially  by  a  government  taking  its  cue 
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mostly  from  basic-level  popular  opinion,  until  a  reasonably  full  understanding  of  the  international 
situation  was  at  hand,  and  of  America's  interests  and  goals  therein,  it  could  not  be  expected  that 
a  considered  policy  toward  particular  issues  or  countries  could  be  worked  out.' 

If  so,  the  United  Sutes  would  not  be  able  to  work  out,  in  a  rational  and  coherent  manner, 
a  near-term  policy  toward  China.  The  new  administration  would  have  to  proceed  in  ar.  ad  hoc 
manner,  reacting  more  to  events  that  taking  initiatives  well-thought  out  ahead  of  time  and  part 
of  an  overall  approach.  This  would  be  the  more  so  as  new  problems  in  bilateral  relations  arose, 
as  they  surely  would.  Moreover,  Chinese  policy  toward  the  United  States  would  progressively 
harder,  given  the  added  power  that  economic  expansion  was  providing  the  Beijing  rulers  and 
given  their  suspicion  of  the  United  States  and  outright  dislike,  in  some  cases,  of  America  and 
Its  philosophy.  Indeed,  Beijing's  newly  acquired  power  was  such  a  startling  element  in  the 
relationship,  the  first  time  that  China  could  address  America  on  relatively  equal  grounds  in  over 
200  years,  that  the  United  States  on  that  ground  aione  would  have  to  conduct  a  major  re- 
evaluation  of  its  basic  relationship  with  China  and  of  how  best  to  approach  that  country.  That 
would  also  take  considerable  time,  to  say  nothing  of  the  need  to  acquire  a  new  experiential  base. 
Finally,  the  aforementioned  triology  of  policy  categories  historically  useful  for  dealing  with 
China  might  not  suffice  in  the  new  era.  The  economics  and  the  politics  of  interdependence  were 
as  yet  poorly  understood.  America  was  not  yet  used  to  dealing,  in  a  multipolar  world,  with 
several  relatively  equal  powers  simultaneously,  e%en  though  primus  inter  pares.*  New  factors 
of  power  (or,  more  properly,  the  rising  importance  of  some  ^tors  such  as  technology  and  the 
decline  of  others  such  as  military  power)  would  complicate  American-Chinese  relations  just  as 
they  would  Washington's  policy  toward  other  countries  and  issues.  And  whole  new  categories 
of  issues  --the  environment  being  the  most  obvious  -  of  a  global  nature  were  arising  that  did  not 
fit  easily  into  traditional  modes  of  foreign  policy  thought  and  behavior.* 

That  was  not  to  say  that  the  Clinton  Administration  would  not  try  to  work  out  a  useful 
policy  toward  China.  It  could  at  least  attempt  to  avoid  the  perceived  errors  of  George  Bush  --of 
remaining  too  close  to  Beijing,  of  presuming  he  knew  better  how  to  treat  the  Chinese  than 
anyone  else  in  America,  of  behaving  in  a  rather  cavali^*:  manner  toward  the  Congress,  of  saying 
one  thing  and  doing  another  It  could  put  relations  ...  more  nearly  proper  perspective:  down 
the  list  from  the  Russian  question,  reformulating  ties  with  Japan,  economic  relations  with  the 
other  North  American  countries  and  Europe,  and  such  pressing  issues  as  the  North  Korean 
nuclear  weapons  question.  Above  all,  it  could  reason  with  the  Congress  that,  while  a  new  znd 
agreed-on  approach  to  Beijing  were  needed,  it  would  be  best  to  build  in  a  year's  time  to  get 
things  straight  and  hence  to  renew  MFN  one  further  time.  And  it  could  begin  a  dialogue  with 
various  elements  in  China,  ranging  from  the  current  elders  in  the  Chung  Nan  Hai  to  the  newly 
rising  younger,  regional,  military,  intellectual,  and  bureaucratic  elites.  And  it  could,  finally, 
move  forward  on  other  fronts  indirectly  related  to  China  -issue-centered,  Asian  regional,  and 
global-  so  that  the  basis  for  the  ultimate  American  approach  to  China  could  be  laid.  That  was 
to  present  Beijing  with  a  choice:  cooperate  with  the  United  States  and  the  other  relevant  nations 
in  constructing  a  new  Asian  and  global  international  order  in  ail  spheres  (security,  economic, 
environmental,  etc.)  or  stard  outside  the  common  effort  and  risk  isolation  or.  worse,  the 
emergence  of  an  anti-Beijing  coalition."* 
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If  the  gods  were  to  grant  the  new  American  administration  a  year's  respite,  if  China  were 
to  cooperate  with  America  in  that  interim  in  a  joint  search  for  new  bases  for  the  relationship, 
and  if  no  untoward  international  event  were  to  intervene,  it  was  possible  to  imagine  progressive, 
if  stiU  disjoint  improvement  in  Washington-Beijing  ties.  That,  however,  was  unlikely  -too  many 
events  would  either  not  have  to  occur  or  to  break  in  a  manner  ^voring  reconstruction.  For  one, 
smoothing  out  the  relationship  would  have  to  presume  that  trends  and  forces  inside  China  would 
continue  more  or  less  in  the  same  direction.  In  the  scheme  of  things,  that  was  improbable:  the 
Oeng  succession  struggle  was  highly  likely  finally  to  occur  and  the  economy  was  unlikely  to 
continue  such  rapid  and  relatively  trouble-free  expansion.  For  another,  China  would  have  to 
make  a  fundamental  break  with  its  habit  of  testing  the  limits  of  the  constraints  on  iu  foreign 
policy  imposed  by  international  agreements  and  what  rules  of  the  post-Cold  War  proto-system 
that  existed.  Playing  it  too  close  to  the  line  had  been  a  Chinese  foreign  relations  propensity  for 
many  years,  as  was  witnessed  in  many  areas  (Pakistan  missile  and  nuclear  technology  transfen, 
the  Algerian  nuclear  reactor,  and  the  Saudi  missile  sale,  to  name  a  few).  That  habit  was  not 
only  a  function  of  communist  party  culture  but  also  of  experimentation  with  the  new  instruments 
of  power  suddenly  possessed  by  Beijing  derivative  of  the  post- 1978  economic  reform  drive. 
That  habit  vns  hardly  likely  to  be  kicked,  since  npid  economic  development  would  provide 
Beijing  with  even  more  power.  For  a  third,  foreign  policy  issues,  in  Asia  or  beyond,  were 
either  important  enough  for  China  to  willingly  invest  its  power  in  or  sufficiently  out  of  Beijing's 
control  to  threaten  dragging  China  into.  A  short  list  would  include  conflict  in  Korea,  the  Taiwan 
independence  question,  the  Spratley  Island  issue,  the  possibility  of  Burmese  implosion,  heating 
up  of  the  China-centered  Asian  arms  race,  and  Chinese  arms  sales  in  the  Middle  East  beyond 
the  confines  of  the  Missile  Technology  Conttol  Regime." 

The  point  was  that  America's  China  policy  could  not  (or  could  never)  be  made  in 
Washington  alone.  What  happened  in  and  to  China  also  would  count,  as  would  the  manner  in 
which  the  Beijing  ruling  group  comported  itself,  domestically  and  internationally.  It  would  be 
asking  too  much  of  China  to  hold  itself  constant  while  America  figured  out  what  to  do  about  its 
policy  toward  that  country.  The  road  ahead  in  American-Chinese  relations  was  therefore  likely 
to  be  rocky  at  best,  fraught  with  rills  and  spUls.  and  potentiaUy  disasterous.  In  the  history  of 
modem  international  relations,  whenever  a  new  major  player  emerged  onto  the  scene,  severe 
dislocations  were  the  immediate  consequence.  So  it  was  with  Great  Britain,  France,  Germany. 
Russia,  J^nn.  and  America,  each  in  their  turn.  There  was  no  reason  to  think  that  China's 
coming  of  age  internationally,  after  a  200  vcar  gestation  period,  would  be  any  less  difficult. 
There  was  hope,  to  be  sure,  in  the  very  trends  and  forces  loosed  in  the  post-Cold  War  era. 
Generally,  these  were  positive:  mulripolarity,  marlceti ration,  democratization,  domestic  primacy, 
interdependence,  and  global  issues  demanding  global  solutions.  But  there  was  no  agrced-on 
security  system,  no  agrecd-cn  Asian  regional  leadership  (America  still  refusing  to  accept  the 
mantle  thrust  upon  it  by  most  others),  and  no  loUow-on  international  institutional  structure 
efficiently  wielding  sufficient  power  and  possessing  sufficient  authority.  Such  trends  and  forces 
could  therefore  dissipate  or  be  overcome  by  problems  of  ethnicity,  nationalism,  over-population, 
mis-governance  (or  even  lack  of  any  government  at  all  in  many  nations),  and  environmental 
degrcdation.  Coping  with  such  problems  without  the  assistance  of  a  set  of  inspired  foreign 
policy  goals  or  even  a  rough  forecast  of  where  the  planet  ought  to  be  heading  would  be  ver) 
difficult  for  the  United  Sutes.  China  pobcy  would  nave  to  oe  nt.  somenow.  mu>  inai  greater 
whole  A  bit  of  time  was  available  to  Washington  -and  to  Beijing-  to  try  to  begin  the  process 
of  achievmg  longer-term  mailU-mCOdi.  That  task  would  be  difficult  under  the  best  of 
circumstances.  And  the  normal  messiness  of  domestic  affairs  and  international  relauons  would 
not  allow  much  more  than  »  first  approximaaon  to  it. 
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Statement  of 
The  Honorable  Tom  Lantos 

Chairman,  Subcommittee  on  International  Security, 

International  Organizations  and  Human  Rights 

May  20,  1993 


CHINESE  BALLISTIC  MISSILE  SALES 


I  wish  to  take  the  opportunity  of  this  hearing  to  place  on  the  record  my 
serious  concerns  about  Chinese  ballistic  missile  sales  to  countries  which  currently 
do  not  have  such  technology  and  countries  which  are  a  serious  concern  for 
regional  stability. 

As  my  colleagues  are  aware,  two  weeks  ago,  the  Department  of  State  took 
the  unusual  step  of  publicly  warning  China  that  continued  exports  of  ballistic 
missiles  to  the  Middle  East  could  lead  to  a  cut-off  of  China's  MFN  trading  status. 
I  expect  that  some  of  my  colleagues  may  have  seen  the  exchange  between  members 
of  the  press  and  the  State  Department  spokesman,  Joe  Snyder,  on  May  6,  the  day 
after  The  New  York  Times  carried  the  story  that  the  U.S.  government  had  hard  new 
evidence  that  China  had  recently  delivered  M-11  missiles  and  missile  technology 
to  Pakistan.  These  deliveries  occurred  despite  a  written  pledge  by  the  Chinese 
government  to  the  Bush  Administration,  dated  February  23,  1992,  that  China 
would  abide  by  the  Missile  Technology  Control  Regime  (MTCR),  which  was 
designed  precisely  to  prevent  sales  of  this  type. 

This  is  not  the  first  time  that  the  Chinese  have  made  such  promises  and 
broken  them  in  almost  the  same  breath.  In  fact,  such  behavior  has  become  far  too 
familiar  with  the  government  in  Beijing.  I  might  add  that  China's  record  in 
violating  its  promises  on  ballistic  missile  proliferation  rivals  its  record  of  violating 
the  basic  human  rights  of  its  own  citizens. 

I  am  submitting  for  the  record,  at  the  end  of  this  statement,  a  chronology 
prepared  for  me  by  the  staff  of  the  Subcommittee  on  International  Security, 
International  Organizations  and  Human  Rights  which  details  China's  record  of 
broken  promises  on  ballistic  missile  sales. 
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Silkworm  Missiles  to  Iran 

In  1987,  the  United  States  was  being  drawn  reluctantly  into  the  Iran-Iraq 
war.  Our  warships  were  stationed  in  Bahrain,  inside  the  Persian  Gulf,  and  passed 
almost  daily  through  the  Straits  of  Hormuz,  escorting  reflagged  Kuwaiti  oil 
tankers.  Until  then,  Iran  had  only  a  limited  ability  to  inflict  harm  on  United  States 
ships.  Early  that  year,  however,  it  became  apparent  that  China  had  supplied 
Silkworm  anti-ship  missiles  to  Iran,  which  the  Iranians  deployed  inside  and  outside 
the  Straits  of  Hormuz.  If  you  have  ever  been  in  the  Persian  Gulf  region,  you 
know  that  the  Straits  are  so  narrow  that  you  can  see  across  on  a  clear  day. 

This  Chinese  sale  of  missiles  to  Iran  was  a  direct  military  threat  to  the 
United  States. 

In  response  to  China's  irresponsible  behavior  in  Iran,  then-Secretary  of  State 
George  Shultz  ordered  a  cutback  in  exports  of  U.S.  high  technology  goods  to 
China.  Until  then,  the  Chinese  had  been  financing  the  modernization  of  their 
military  industrial  complex  through  sales  of  weapons  such  as  the  Silkworm  to  Iran. 
The  proceeds  from  these  sales  went  to  purchase  manufacturing  licenses  and  dual- 
use  equipment  from  the  West,  much  of  it  from  the  United  States. 

The  new  export  restrictions  hit  the  Chinese  where  it  hurt  the  most  ~  right 
in  their  military  factories.  To  forestall  stricter  sanctions,  the  Chinese  temporarily 
suspended  Silkworm  deliveries  to  Iran.  Unfortunately,  the  Reagan  Administration 
began  caving  in  almost  immediately  thereafter.  In  March  of  1988,  the  export 
sanctions  against  China  were  lifted.  Within  one  month,  the  Iranians  announced 
they  were  no  longer  importing  the  Silkworm.  Instead,  now  they  were 
manufacturing  the  Silkworm  locally  in  a  plant  set  up  with  Chinese  help. 

Since  that  experience,  whenever  the  Chinese  have  been  caught  selling 
missiles  to  countries  in  the  Middle  East,  the  U.S.  has  given  Beijing  a  slap  on  the 
wrist  and  refrained  from  more  strenuous  action. 


Ballistic  Missile  Sales  to  Iran 

China  has  become,  without  a  doubt,  the  principal  purveyor  of  ballistic 
missile  technology  to  the  Middle  East.    Chinese  ballistic  missiles  have  been  sold 
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to  Saudi  Arabia,  Iran,  Syria,  and  Pakistan,  and  they  have  been  offered  to  Libya. 
Let  me  briefly  summarize  some  of  the  key  points  of  China's  missile  dealings  with 
Iran,  a  country  which  remains  a  serious  threat  to  U.S.  interests  in  the  Middle  East. 

China  began  exporting  missile  production  technology  to  Iran  at  least  as  early 
as  1985.  Credible  reports,  which  are  cited  in  the  attached  chronology,  identify  a 
series  of  facilities  built  by  Chinese  technicians  near  the  city  of  Semnan,  175 
kilometers  east  of  Tehran,  and  in  the  Great  Salt  Desert  near  Shahroud,  further 
east.  Chinese  technicians  were  spotted  at  these  facilities  in  1987.  It  has  now  been 
confirmed  that  the  first  prototypes  of  a  solid-fuel  artillery  rocket,  the  "Oghab," 
actually  began  rolling  off  the  Chinese-built  assembly  line  in  Semnan  in  late  1986. 
The  missile  made  its  operational  debut  on  the  morning  of  December  7,  1986,  when 
three  Oghabs  were  launched  against  the  Iraqi  city  of  Basra. 

To  propel  the  Oghab  and  other  solid-fuel  missiles,  Iran  was  forced  in  the 
mid-1980s  to  import  large  quantities  of  a  special  chemical  known  as  ammonium 
perchlorate  from  Holland,  Belgium,  West  Germany,  Pakistan,  and  the  United 
States.  On  a  tip  from  the  U.S.  Customs  Service,  Belgian  Customs  officials 
intercepted  one  shipment  of  this  chemical  en  route  to  Iran  via  a  West  German  front 
company.  Subsequent  seizures  in  January  and  February  1988  forced  the  Iranians 
to  abandon  direct  purchases  of  the  vital  chemical. 

Shortly  before  joining  my  Subcommittee  staff  in  March  of  this  year,  Mr. 
Kenneth  Timmerman  interviewed  Iranian  ballistic  missile  designers  at  an  arms  fair 
in  Abhu  Dhabi  in  the  United  Arab  Emirates.  When  asked  about  their  supplies  of 
ammonium  perchlorate,  these  Iranians  acknowledged  that  they  had  initially 
imported  the  chemical  from  abroad,  but  now  had  established  their  own  production 
facility,  with  Chinese  help.  The  export  of  this  chemical,  and  of  the  tooling  and 
technology  needed  to  manufacture  it,  is  strictly  controlled  by  the  Missile 
Technology  Control  Regime  (MTCR).  If  what  the  Iranians  told  Mr.  Timmerman 
is  true,  then  we  have  discovered  yet  another  Chinese  violation  of  their  pledge  to 
the  Bush  Administration  not  to  sell  ballistic  missiles  or  production  technology  to 
the  Middle  East. 

Production  of  the  Oghab  geared  up  quickly.  During  the  1988  "War  of  the 
Cities,"  Iran  fired  243  Oghabs  into  Iraqi  border  cities,  prompting  then-Iranian 
Defense  Minister  Mohammed  Hossein  Jalali  to  comment  on  Iranian  television  that 
"80%  of  the  missiles  raining  down  on  the  Saddamists  and  sending  them  to  hell  are 
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manufactured  by  our  defense  industries."  Local  missile  production  cost  "one-third 
what  we  would  spend  if  purchasing  from  abroad,"  Jalali  asserted. 

The  Chinese-built  Semnan  plant  can  assemble  from  between  600  to  1,000 
of  the  Oghab  rockets  per  year,  depending  on  supplies  of  solid  fuel  propellant. 
Other  products  assembled  at  this  plant  include  a  130  kilometer-range  missile 
known  alternatively  as  Nazeat,  or  Iran- 130.  Iranian  missile  designers  told  Mr. 
Timmerman  in  February  that  they  were  working  on  an  extended-range  version  to 
be  called  the  Nazeat  10,  that  could  be  equipped  with  a  Chinese  guidance  kit  ~ 
another  potential  violation  of  China's  pledge  to  the  United  States. 

At  the  end  of  the  Iran-Iraq  war,  Iran  turned  again  to  China  to  purchase  the 
M-9  and  M-11  missiles  and  production  technology.  The  M-11,  known  in  China 
as  the  DF-1 1 ,  was  designed  as  a  solid-fuel  replacement  of  the  SCUD-B.  Although 
its  estimated  range  of  290  kilometers  falls  just  below  the  300  kilometer  minimum 
that  would  make  it  subject  to  the  Missile  Technology  Control  Regime  (MTCR) 
restrictions,  it  has  been  the  position  of  the  United  States  government  that  sales  of 
the  M-11  are  covered  by  the  MTCR  because  the  missile's  800  kilogram  payload 
is  well  above  the  500  kilogram  minimum  of  the  MTCR. 

The  M-9  presents  no  such  ambiguity.  This  missile,  known  in  China  as  the 
DP- 15,  has  an  estimated  operational  range  of  560  kilometers,  and  can  carry  a 
nuclear  warhead  weighing  one  ton.  After  extensive  negotiations,  Iran  agreed  to 
purchase  production  tooling  for  both  missiles  from  China  on  January  21,  1990. 
The  deal  was  signed  in  Tehran  by  the  Deputy  Director  of  the  critically  important 
Commission  on  Science,  Technology  and  Industry  for  National  Defense,  General 
Jiang  Xua.  General  Jiang  also  signed  a  ten-year  nuclear  cooperation  protocol  with 
Iran  during  the  same  trip. 

By  March  1991,  intelligence  sources  quoted  in  a  forthcoming  study  by 
independent  missile  expert,  Joseph  Bermudez,  said  the  United  States  had  detected 
test  launches  of  two  new  medium-range  ballistic  missiles  in  Iran.  The  first  of 
these  had  a  range  estimated  at  700  kilometers,  while  the  second  had  a  range  in 
excess  of  1 ,000  kilometers.  The  longer  range  missile  was  identified  as  the 
Tondor-68,  and  was  believed  to  have  been  developed  with  Chinese  help. 


156 

M-9  Sales  to  Syria 

Iran  is  just  one  of  China's  preferred  markets  among  nations  that  continue  to 
be  singled  out  by  the  State  Department  as  a  state  sponsor  of  international 
terrorism.    Syria  is  another  highly  disturbing  purchaser  of  Chinese  missiles. 

With  Syria,  the  Chinese  negotiated  an  agreement  to  sell  the  M-9  and  to  build 
underground  production  facilities  in  Hama  and  Aleppo  starting  in  1988.  The  U.S. 
immediately  protested  the  proposed  sales  by  sending  Secretary  of  State  Shultz  and, 
later,  Secretary  of  Defense,  Frank  Carlucci,  to  China.  The  Chinese  reportedly 
told  Carlucci  in  September  1988  that  they  "will  not  sell  armaments  in  large 
quantities,"  but  made  no  specific  pledge  on  the  missile  sales.  Nevertheless, 
according  to  an  account  of  this  exchange  by  Roger  W.  Sullivan,  which  appeared 
in  the  Spring  1992  issue  of  Foreign  Policy,  Carlucci  left  Beijing  "fully  satisfied" 
with  the  Chinese  position. 

The  "tender"  approach  had  little  effect  on  the  Chinese.  According  to  press 
accounts  appearing  in  the  Middle  East,  an  official  agreement  for  the  M-9  was 
signed  with  Syria  on  May  18,  1989.  A  specialized  defense  publication, 
Milavnews,  alleged  that  the  CIA  had  information  suggesting  that  Saudi  Arabia  was 
picking  up  the  estimated  $285  million  price  tag  for  the  initial  package  of  30  mobile 
launchers  and  an  unspecified  number  of  missiles. 

On  June  3  —  in  other  words,  just  a  few  weeks  after  completing  this 
extremely  destabilizing  missile  sale  with  Syria  —  Chinese  troops  massacred  pro- 
democracy  students  in  Tienanmen  Square.  And  yet,  the  Bush  Administration  did 
little  more  than  slap  the  wrists  of  China's  aging  dictators. 


Licensing  Exports  of  U.S.  High  Technology 

Restricting  Chinese  access  to  U.S.  high  technology  is  one  of  the  most 
effective  means  of  influencing  Chinese  behavior  with  regard  to  missile  technology 
proliferation,  human  rights,  trade,  and  similar  issues.  The  Bush  Administration 
clearly  failed  to  use  this  important  lever  to  influence  Chinese  behavior. 

At  my  direction,  the  staff  of  the  Subcommittee  on  International  Security, 
International  Organizations  and  Human  Rights  has  examined  the  flow  of  high 
technology  purchases  to  China.  This  investigation  clearly  shows  that  the  Bush 
Administration  ~  far  from  punishing  China  for  the  atrocities  of  Tienanmen  Square 
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-  rewarded  the  Chinese  by  vastly  improving  their  access  to  U.S.  high  technology 
products. 

The  following  two  tables  indicate  that  —  contrary  to  the  claims  of  the  Bush 
Administration  that  the  United  States  would  restrict  the  flow  of  U.S.  high 
technology  products  to  China  in  response  to  China's  gross  violation  of  human 
rights,  the  Commerce  Department  was  apparently  directed  to  open  the  flood  gates 
only  six  months  after  Tienanmen. 


Commerce  Department  Licenses  to  China 

(Source:  Department  of  Commerce) 


1989 


Revoked 
Suspended 
Rejected 
R  W  A** 
Approved 


mo 


1991 


1992 


1993^ 


1 

1 

N/A 

N/A 

N/A 

1 

2 

4 

1 

N/A 

13 

50 

51 

79 

33 

95 

705 

674 

439 

87 

811 

3738 

2135 

1497 

267 

*First  three  months  only 

** 

Returned  Without  Action 

Value  of  Approved  Applications 


1989 

$1,057,418,352 

1990 

$1,999,925,170 

1991 

$2,072,020,006 

1992 

$1,282,915,115 

1993  (3  Months) 

%    103,202,798 
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An  examination  of  the  Commerce  Department  licensing  records  requested 
by  this  subcommittee  and  of  the  Commerce  Department's  yearly  unclassified  report 
to  Congress,  shows  that  the  Chinese  voluntarily  restricted  their  own  licensing 
requests  during  the  second  half  of  1989,  in  response  to  public  pressure  after 
Tienanmen. 

Within  days  of  the  "secret"  trip  to  Beijing  by  National  Security  Advisor 
Brent  Scowcroft  and  Deputy  Secretary  of  State  Lawrence  Eagleburger  in  December 
1989  -  a  trip  which  occurred  despite  a  pledge  by  President  Bush  to  cut  off  all  such 
high-level  contacts  with  China  until  progress  had  been  made  on  human  rights 
abuses  -  the  Chinese  dramatically  stepped  up  their  license  requests.  As  you  can 
see  from  this  chart,  Chinese  licensing  requests  more  than  quadrupled  from  1989 
to  1990,  while  the  value  of  approved  licenses  doubled.  A  similar  level  of  Chinese 
purchases  continued  through  1991,  slacking  off  moderately  with  the  approach  of 
U.S.  presidential  elections  in  November  1992. 


Proposed  Supercomputer  Sale 

Let  me  conclude  this  statement  by  expressing  my  extreme  dismay  at 
discovering  that  the  Clinton  Administration  is  still  considering  a  Chinese  proposal 
to  purchase  a  U.S. -built  supercomputer  that  will  be  five-times  more  powerful  than 
anything  we  have  ever  approved  for  sale  in  the  past  to  any  country  under  the 
procedures  of  the  multilateral  COCOM  process. 

I  find  it  appalling  that  there  should  be  any  consideration  for  the  sale  of  a 
Cray  M92  supercomputer  to  China.  Even  the  supporters  of  the  sale  of  this 
computer  admit  it  has  direct  application  to  ballistic  missile  and  nuclear  weapons 
design. 

The  sale  of  this  computer  has  been  strenuously  opposed  by  the  Pentagon,  the 
Joint  Chiefs  of  Staff,  the  intelligence  community,  and  the  Arms  Control  and 
Disarmament  Agency  ~  all  of  who  argue  that  it  could  be  used  directly  and  without 
modification  by  the  Chinese  for  nuclear  weapons  development.  Despite  this, 
President  Bush  took  the  unusual  step  only  five  days  before  leaving  office  of 
personally  intervening  to  keep  the  license  review  alive. 
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In  conclusion,  let  me  emphasize  that  I  believe  the  lessons  here  are  very 
clear.  The  Chinese  have  been  engaged  in  massive  sales  of  ballistic  missiles  and 
in  providing  technology  to  countries  which  are  a  significant  threat  to  United  States 
interests  in  the  Middle  East.  Despite  repeated  promises  by  the  Chinese  and  despite 
repeated  warnings  by  the  Reagan  and  Bush  Administrations,  the  Chinese  have 
continued  sales  of  their  missile  and  their  production  technology. 

It  is  my  strong  view  that  restricting  Chinese  access  to  U.S.  high  technology 
is  one  of  the  most  effective  means  of  influencing  Chinese  behavior  and  one  of  the 
few  tools  that  are  available  to  the  United  States  government  that  can  have  some 
effect  upon  these  highly  disturbing  Chinese  government  actions  that  I  have  outlined 
above.  It  is  my  sincere  hope  that  the  Clinton  Administration,  which  has  brought 
into  the  Executive  Branch  an  admirable  dedication  and  commitment  to  human 
rights  and  nonproliferation,  will  not  approve  the  sale  of  this  supercomputer  to 
China  and  that  it  will  take  a  strong  line  in  carefully  controlling  the  sale  of 
American  high  technology  products  to  the  Chinese. 

In  this  context,  I  would  like  to  applaud  the  suggestions  made  by  our 
colleague,  the  Chairman  of  the  Foreign  Affairs  Committee,  Lee  Hamilton,  in  his 
recent  speech  in  which  he  suggested  that  the  Clinton  Administration  consider  using 
such  a  tool  to  influence  Chinese  behavior. 
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A  Chronology  of  Chinese  Missile  Sales 

Compiled  by  the  House  Foreign  Affairs 

Subcommittee  on  International  Security, 

International  Organizations  and  Human  Rights 

from  public  sources 


Date  of  event /count  ly   Source/Date 


7/1/86 
Iran,  China 


Iran  receives  first  Silkworms  from  China 

China  delivers  first  battery  of  HY-2  Silkworms  to  Navy  Unit  of  the  Revolutionary  Guards  in 
Iran,  Deployed  at  northern  end  of  the  Gulf,  on  Fao  peninsula,  Straits  of  Hormuz,  and  at 
Kuhestak.    First  operational  test  launches  are  detected  in  Feb.  1987. 
Jane 's  Soviet  Intelligence  Review  5/5/89 


12/7/86 
Iran,  China 


First  Oghabs  launched  against  Iraq 

Three  Iranian-assembled  Oghabs  missiles  are  launched  against  Basra  by  regular  Army  units. 
Ballistic  Missile  Development  in  Iran,  Monterey  Institute  12/12/92 


6/6/87  US  protests  Silkworm  sale  to  Iran 

us,  China,  Iran  In  response  to  US  protests  over  the  sale  of  Silkworms  to  Iran,  Chinese  officials  deny  the  sale, 

saying  the  missiles  came  from  North  Korea.   National  Security  Advisor  Carlucci  Says  at  least 
20  of  the  missiles  "in  the  process  of  becoming  operational"  are  in  Iran,  with  20  to  follow." 
New  York  Times  6/7/87 


7/7/87 

China,  Iran 


Chinese  missile  technicians  spotted  in  Semnan 

Chinese  technicians  have  been  spotted  in  Semnan,  working  at  ballistic  missile  plant  which  has 
begun  production  of  a  short-range  artillery  rocket,  the  Oghab.    Reliable  Iranian  exile  sources 
claim  that  the  Chinese  are  assisting  production  surface-to-surface  versions  of  the  SA-2,  BM-21 
katyusha  rocket  launchers,  and  other  solid-fuel  artillery  rockets. 
Mednews  1/8/88 


10/21/87  Weinberger  protests  Silkworm  sale  to  Iran 

US,  China,  Iran  Defense  Secretary  Weinberger  sends  his  Chinese  counterpart  a  'strongly  worded"  protest  over 

Silkworm  deliveries  to  Iran. 
Wall  Street  Journal  10/22/87 


10/21/87  Shultz  orders  tougher  export  controls  to  China 

us,  China,  Iran  Secretary  of  State  Shultz  cancels  a  plan  to  ease  Chinese  procurement  of  U.S.  high-tech 

products,  following  Chinese  refusals  to  honor  U.S.  protests  over  Silkworm  sales  to  Iran. 
However,  a  $500  million  deal  to  sell  avionics  for  the  F-8  is  maintained. 
Wall  Street  Journal  10/22/87 
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10/27/87 

US,  China,  Iran 


US  says  China  has  delivered  C-801  missiles  to  Iran 

us  intelligence  reports  the  delivery  of  100  Chinese  ship[bome  C-80]  anti-ship  missiles  to  Iran, 
and  that  further  Silkworm  shipments  could  be  routed  through  Hong  Kong. 
New  York  Times  10/28/87 


11/2/87 

US,  China,  Iran 


Armacost  to  Beijing  to  protest  missile  sales 

Undersecretary  of  State  Michael  Armacost  travels  to  Beijing  to  protest  Silkworm  sales,  and 

explains  suspension  of  liberalization  of  high-tech  sales  to  China.    In  12/21  edition,  WSJ  says 

U.S.  spy  satellites  have  spotted  chinese-made  Silkworms  at  a  North  Korean  port,  bound  for 

Iran. 

Wall  StreelJoumal  11/5/87 


3/9/88 

Zhina,  Iran,  US 


China  halts  missile  deliveries  to  Iran 

The  Reagan  Administration  relaxes  restrictions  on  high-tech  exports  to  China  because  it  has 
determined  China  is  no  longer  selling  missiles  to  Iran.    Chinese  Foreign  Minister  Wu  Xucian 
says  in  Washington  "there  is  no  direct  arms  trade  between  China  and  Iran." 
New  York  Times.  A I  3/10/88 


1/4/88 

hina,  Iran 


Iran  says  it  is  making  Silkworms 

Iran's  ambassador  in  Beijing  claims  Iran  is  manufacturing  its  own  Silkworm  missiles. 
Defense  Asia-Pacific,  p.  8;  Middle  East,  April  1988  issue.  4/4/88 


/7/88 
)hina,  Iran 


Iran  says  it  is  making  130-km  range  missile 

Defense  minister  Brigadier  Mohammed  Hoseyn  Jalali  says  Iran  is  producing  130-km  ballistic 
missiles  and  that  "80%  of  the  missiles  raining  down  on  the  Saddamists  and  sending  them  to  hell 
are  manufactured  by  our  defense  industries.* 
Tehran  Television  4/13/88 


r/7/88 
"hina,  Syria 


China  formally  agrees  to  sell  M-9  to  Syria 

A  preliminary  sales  agreement,  reached  before  the  first  test  flight  of  the  M-9  in  June  1988,  is 

reportedly  finalized  in  July. 

Washington  Post  5/12/91 


hina,  US 


;/8/88 

'hina,  Iran 


Shultz  to  China  to  protest  missile  sales 

Secretary  of  State  Shultz  travels  to  China  in  July,  to  protest  Chinese  plans  to  sell  the  M-9  to 
Syria,  the  CSS-2  to  Saudi  Arabia,  and  sales  of  Silkworms  to  Iran.    China  denies  any  other 
ballistic  missile  sales  besides  Saudi  Arabia. 
Foreign  Policy  Spring  1992  4/4/92 

China  agrees  to  transfer  ballistic  missile  technology  to  Iran 

Author  Joseph  Bermudez  states  in  a  June  1992  study: 

"As  a  result  of  agreements  signed  during  1988,  the  PRC  agreed  to  provide  Iran  with  the 
following:  *M-class  missile  technology... [that]  included  the  training  of  Iranian  engineers  and 
technicians  and  the  provision  of  PRC  advisors.  •Equipment  and  technical  assistance  to 
developing  the  infrastructure  required  to  indigeneously  design,  test  and  produce  such  missiles." 
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9/6/88 

China,  US 


"Ballistic  Missile  Development  in  Iran, "  Monterey  Institute,  1993,  unpublished 

3/3/93 

Carlucci  to  China  to  protest  missile  sales 

Sec  of  Defense  France  Carlucci  raised  missile  issues  during  his  Sept.  1988  trip  to  Beijing.  The 
Chinese  pledged  only  that  they  "will  not  sell  armaments  in  large  quantities."  Carlucci  said  this 
response  left  him  "fully  satisfied." 
Foreign  Policy  Spring  1992:  WP  9/8/88  2/9/89 


2/2/89 

China,  Iran 


China  trying  to  sell  the  M-9  to  Iran 

China  is  trying  to  sell  the  M-9  to  Iran,  and  may  be  supplying  Iran  with  technology  to  produce 

the  I  ran- 130,  which  has  been  in  production  since  1987. 

CRS  Report:  Survey  of  Emerging  Missile  Forces  2/9/89 


3/3/89 
China,  Iran 


China  helps  Iran  build  missiles  plant 

Sources  in  Bahrain  say  China  is  assisting  Iran  establish  a  facility,  located  on  northeastern  Iran, 
to  manufacture  an  800  km  SS  missile.   The  site  is  later  identifies  as  Semnan. 
Kyodo;  Los  Angeles  Times  3/3/93 


4/11/89  Haft-2  displayed  for  first  time 

Pakistan,  China  The  Hafi-2  appears  publicly  for  the  first  time  at  Pakistan's  Joint  Services  parade.  The  mobile 

launcher  is  converted  from  an  old  UK-supplied  3.7  inch  (94mm)  AA  gun  carriage.  The  Haft-2 
is  said  to  be  based  on  French  and  Chinese  missiles. 
JDW  4/15/89 


5/1/89 

China, Syria, Libya 


Libya  agrees  to  finance  Syrian-PRC  missile  deal 

Libya  has  agreed  to  finance  Syria's  purchase  of  M-9  missiles  from  China.  Of  the  $170  million 
deal,  eighty  missiles  are  to  be  transferred  to  Syria  and  60  retained  by  Libya.   Egyptian  reports 
suggest,  however,  that  Saudi  Arabia  may  be  financing  the  deal. 
Mena  5/18/89 


5/18/89 

China,  Syria 


China  signs  M-9  agreement  with  Syria 

China  and  Syria  signed  an  official  agreement  on  May  18,  according  to  which  Syria  will  receive 
an  undefined  number  of  M-9  surface-to-surface  ballistic  missile.  (600-km  range) 
Manama  WAKH  7/31/89 


9/15/89 

China,  Iran 


Iran  discusses  joint  production  of  M-9  and  M-11 

Iran  is  holding  discussions  with  the  PRC  on  joint  productions  of  the  M-9  and  M-l  1  S.SM,  and 
has  already  launched  production  of  the  45  km  range  "IQAB"  [sic  -  OGHAB],  derived  from  the 
Chinese  Type-83  missile. 
Al  Ittihad  9/20/89 


12/10/89 

China,  US 


Scowcroft  and  Eagleburger  to  Beying  on  missile  sales 

"Secret"  trip  that  is  said  to  elicit  a  Chinese  pledge  not  to  sell  medium-range  missiles  to  the 
Middle  East.  China  offers  general  assurance  that  it  would  not  sell  medium-range  missile  to  the 
Middle  East.   They  also  say  they  will  not  sell  M-9  missiles  to  Syria. 
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New  York  Times 


1/15/90 

rhina,  Iran 


1/30/90 

^hina,  Iran 


2/10/89 


China  may  have  agreed  to  supply  Iran  with  short-range  SSMs 
American  intelligence  reporte  say  China  may  have  agreed  to  supply  Iran  with  Type  8610  SSMs 
(estimated  range  120  km).    There  are  also  unconfirmed  reports  that  China  might  be  planning 
to  sell  M-9  to  Syria  via  South  America. 
New  York  Times  3/30/90 

U.S.  detects  shipment  of  Chinese  SSM  at  Bandar  Abbas 

The  United  States  detects  a  shipment  of  some  50  Chinese  short-range  SSMs  at  the  Iranian  port 
of  Bandar  Abbas.    The  missiles  were  delivered  by  Chinese  freighter. 
Washington  Times  5/30/90 


2/12/90 

hina,  Iran 


2/20/90 

'hina, Syria, Saudi 


;/28/91 

!hina,  Pakistan 


Semnan  launch  and  test  range  completed 

By  end  1990,  the  launch  range  and  test  facilities  built  by  the  PRC  near  Semnan  are  believed  to 

have  been  completed. 

"Ballistic  Missile  Development  in  Iran, '  Monterey  Institute.  1993,  unpublished.  3/3/93 

M-9  launchers  and  missiles  ordered  by  Syria 

According  to  the  CIA,  30  mobile  M-9  launchers  and  an  unspecified  number  of  missiles  have 
been  ordered  by  Syria  in  a  deal  which  is  supposed  to  be  funded  by  Saudi  Arabia  at  a  cost  of 
$285  million. 
Milaynews  12/30/90 

Chinese  deliver  M-11  to  Pakistan 

China  delivered  M-1 1  missile  launchers  to  Pakistan  in  February  1991. 


Washington  Times 


5/28/91 


/3/91 
hina,  Iran 


/30/91 

hina, Iran, N.Korea 


China  helps  Iran  test  two  new  ballistic  missiles 

By  March  1991,  intelligence  sources  say  Iran  has  tested  at  least  two  new  ballistic  missiles  at 
the  Semnan  range,  one  with  a  range  of  700-l-km,  the  second  with  a  range  of  1 ,000-^km.  The 
second  may  be  the  Tondar-68. 
'Ballistic  Missile  Development  in  Iran. '  Monterey  Institute.  1993.  unpublished.         3/3/93 

Iran  gets  missile  production  assistance 

Iran  is  getting  missile  production  assistance  from  China  and  North  Korea  and  according  to 

Iran's  minister  of  Defense  and  Logistics,  Iran  has  begun  producing  its  own  810  km  range 

SSMs. 

Defense  3/30/91 


715/91 

hina,  Iran 


China  helps  Iran  build  Silkworm  and  M-9  plant  near  Isfahan 

China  is  helping  Iran  to  build  and  to  supervise  production  facilities  for  the  HY-2  Silkworm  and 
M-class  missiles  at  Isfahan. 

/Original  source:  Bill  Gem.  Washington  Times.  May  23.  1991/. 
'Ballistic  Missile  Development  in  Iran '  Monterey  Institute.  1993.  unpublished. 

3/3/93 
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5/27/91 

us,  China 


Bush  orders  sanctions  on  Chinese  companies 

Following  sanctions  legislation  written  into  the  Defense  Authorization  bill  just  before  Desert 
Storm,  the  Bush  administration  is  forced  to  impose  sanctions  on  two  Chinese  companies,  China 
Great  Wall  Industry  Corp,  and  China  Precision  Machinery  Import-Export  Corp,  because  of 
ballistic  missile  sales  to  Pakistan. 
ECN 


5/27/91 

US,  China 


20  pending  licenses  to  China  to  be  blocked 

Twenty  pending  licenses  concerning  computers  worth  $30  million  to  China  Precision  Machinery 

Import-Export  Corporation  will  be  blocked  because  of  CPMlEC's  sale  of  M-1 1  components  to 

Pakistan. 

New  York  Times  5/27/91 


6/30/91 

China, Syria, 
Pakistan 


M-9s  tracked  en  route  to  Syria 

A  Chinese  ship  carrying  M-9s  is  being  tracked  to  Cyprus  from  a  factory  in  China.    It  is 

believed  that  the  M-9s  are  destined  for  Syria. 

Intelligence  officials  also  confirm  that  China  delivered  unspecified  number  of  CPMIEC-made 

M-9/M-11  missiles  to  Pakistan  over  the  past  six  months.    The  Chinese  deny  the  report. 

(Washington  Times,  7/2/91) 

Xinhus  (Beijing)  7/15/91 


7/10/91 

Iran,  China 


Iran  to  get  ballistic  missile  and  nuclear  technology  in  China 

According  to  Iranian  exile  sources  a  delegation  from  Iran  travels  to  Iran  and  North  Korea  in 
July  1991,  to  discuss  "expanded  deliveries*  of  ballistic  missiles  and  nuclear  technologies. 
Wall  Street  Journal  7/24/91 


8/22/91  M-9s  sighted  in  Syria 

China,  Syria  According  to  "foreign  military  intelligence  reports' 

sighted  in  Syria. 
Far  Eastern  Economic  Review 


up  to  24  M-9  missile  launchers  have  been 


8/22/91 


11/15/91 

China.  US 


Baker  to  China  on  Proliferation 

To  discuss  NPT,  nuclear  sales  to  N.  Korea,  missile  sales  to  Syria  etc.   Three  day  trip. 


11/30/91  Soviet  rocket  motors  to  China 

USSR,  China  The  paper  reports  that  since  the  arms  embargo  against  China  in  1989  "Moscow  has  been  quietly 

providing. .  .rocket  motors  for  the  CC-2  satellite  launch  vehicle"  along  with  other  technology  and 
hardware. 
International  Defense  Review  11/30/91 


1/15/92 

China,  Iran 


CIA  says  China  is  Iran's  main  nuclear  and  missile  supplier 

In  testimony  by  Robert  Gates  before  the  Senate  Governmental  Affairs  Committee  on  Jan  15, 
1992,  China  is  identified  as  Iran's  principal  supplier  of  habblefield  missiles,  cruise  missiles  and 
nuclear- related  technology. 
Washington  Post  1/16/92 
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1/15/92 

China,  Syria 


1/31/92 

China,  Pakistan 


2/5/92 
China,  Iran 


2/23/92 
China,  US 


3/23/92 
US,  China 


5/11/92 

rhina,  Syria 


11/21/92 
rhina,  Pakistan 


12/12/92 
iyria,  China 


Syria  asks  China  to  develop  CS  and  BW  warheads 

DCI  Roben  Gates  noted  in  a  testimony  before  the  Senate  Govemmcnul  Affeirs  Committee  that 
Syna    appears  to  be  seeking  assistance  from  China  and  Western  firms  for  an  improved 
capability  with  CW  (chemical  weapon)  or  BW  (biological  weapon)  warheads' 
ProUJenaion  Testimony  for  Sen.  Glenn 's  Govemmentai  AffiUn  Committee       J /1 5/92 

Chinese  ships  missile  propdiants  to  l^kistan 

U.S.  intelligence  reporu  indicate  that  China  has  recently  delivered  up  to  30  tons  of  [unspecified] 
chemicals  needed  to  produce  solid-fuel  missiles,  and  has  plans  to  ship  an  additional  60  tons  in 
March  or  April.   China  has  also  delivered  "guidance  units"  to  Pakistan  for  Ml  I  missiles 
New  York  Times  1131/92 

China  exports  cruise  missiles  to  Iran 

In  a  hearing  before  the  seapower.  strategic,  and  critical  materials  subcommittee,  Admiral 
Shaefer,  Director  of  US  Naval  Intelligence,  says  that  the  PRC  has  sold  cruise  missile  systems 
to  Iran.  ' 

House  Armed  Services  hearing  2-5-92 

China  pledges  it  wiU  abide  by  MTCR  guidelines 

China  announces  it  will  abide  by  MTCR  guidelines,  only  one  day  after  a  team  of  scientists 
returns  from  Syna  where  they  have  been  woriting  on  an  M-9produaion  plant.  [However  DoD 
officials  later  say  that  the  Chinese  only  pledged  to  not  sell  complete  missile  systems,  not  missile 
tech.  above  300  km/500  kg  class.] 
Official  j,f^ 

Bush  lifts  missile  sanctions 

Sanctions  lifted  on  Bush's  orders  against  two  Chinese  companies,  China  Great  Will  Industry 

Corp.  and  China  Precision  Machinery  Import-Export  Corp.  for  their  ballisUc  missile  sales  to 

Pakisun. 

MD5.13  j/^^ 

China  said  to  resume  M-9  deliveries  to  Syria 

A  deferred  transfer  of  short-range  M-9  missiles  imm  China  to  Syria  may  currently  be  taking 

Tehran  IRNA  5111/92 

M-11  missiles  spotted  in  Pakistan 

In  the  last  two  weeks  Chinese  surface-to-surfiice  Ml  I  missiles,  or  at  least  missile  components, 
were  spotted  in  Pakistan,  U.S.  Intelligence  officials  said.  The  missiles'  delivery  was  reported 
in  Friday's  Los  Angeles  Times,  dated  Dec.  4. 
Los  Angeles  Times  -  12/4/92 

Syria  considers  buying  CSS-1  missiles 

An  IDF  report  reportedly  written  in  1992,  states  that  in  collaboration  with  Pakistan  "Syria  is 
financing  a  Chinese  missile  project,  and  "has  also  discussed  with  China  the  possible  purchase 
of  the  CSS-1  missile  with  a  range  of  1 ,000  km,  which  can  carry  a  nuclear  or  chemical  warhead 
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weighing  up  to  one  ton.'  Chinese  specialists  are  said  to  be  working  in  Syrian  factories  in  Hama 

and  Aleppo  to  produce  missile-guidance  systems. 

Jerusalem  Post  3-15-93 


3/6/93 

China,  US 


China  accused  of  breaking  MTCR  pledge 

Government  officials  say  the  U.S.  has  satellite  photographs  and  other  sources  confirming  that 
China  has  shipped  components  to  Pakistan  for  assembly  of  M-ll  missiles,  in  violation  with 
China's  pledge  to  adhere  to  the  MTCR. 
NY  Times  5/6/93 


5/6/93 

China,  US 


State  Department  accuses  China  on  MTCR  violations 

State  spokesman  Joe  Snyder  cautiously  accuses  China  for  violations  of  the  MTCR. 
Joe  Snyder  briefing  5/16/93 


5/12/93 
us,  China 


Winston  Lord  warns  China  on  MFN 

Assistant  Sec.  State  for  South  Asian  affairs,  Winston  Lord,  warns  Chinese  Vice  Foreign 
Ministers  Tian  Zengpei  and  Liu  Hu  laqiu  after  1  1/2  days  of  talks  that  the  U.S.  will  attach 
conditions  to  MFN  if  China  makes  no  progress  on  human  rights  and  does  not  live  up  to  its 
promises  on  the  MTCR.  The  AP  dispatch  notes  that  one  week  earlier  "US  officials"  said  that 
satellite  photographs  showed  that  China  was  still  delivering  M-l  I  missiles  to  Pakistan  despite 
its  pledge  not  to  do  so. 
AP  5-12-93 


5-13-93 

JS,  China 


China  says  MFN  is  not  a  "gift" 

Following  Winston  Lord's  warning  to  China  on  MFN,  China's  top  trade  official  told  Reuters 
during  a  visit  to  Singapore  that  MFN  was  not  a  "gift"  from  the  Americans.  "We  have  agreed 
to  MFN  without  any  conditions.  So  it  is  unequal  for  the  U.S.  to  attach  any  conditions  to  the 
MFN  status,"  said  Wu  Yi,  Minister  for  Foreign  Trade  and  Economic  Cooperation. 

5-14-93 
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Testimony  of 

Timothy  V.  McCarthy 

Senior  Research  Associate,  Program  for  Nonproiifeiation  Studies 

Monterey  Institute  of  International  Studies 

(Original  draft:  April  28,  1993) 

House  Foreign  Affairs  Committee 

SubcommittBe  on  International  Security, 
International  Organizations,  and  Human  Rights 

(submitted  for  the  record) 

Rather  than  focusing  on  any  specific  Chinese-missile  transactions  -  the  confirmation  of  which 
is  often  extremely  difficult  -  I  would  like  to  concentrate  on  the  broader  trends  evident  in  priOT 
Chinese  missile  sales,  and  look  at  some  of  the  factors  contributing  to  and  institutions  iiivolved 
in  those  sales.  Finally,  I  would  like  to  make  some  initial  attempts  at  gauging  tfie  prospects  for 
future  Chinese  missile  sales. 

I  would  like  to  make  available  to  the  committee  a  lengthy,  open  source  chronology  of  Chinese 
missile-proliferation  developments  compiled  by  the  Program  for  Honproliferation  Studies  in 
Monterey. 

Clearly,  Beijing  has  been  and  continues  to  be  a  significant  suf^lier  of  misses  and  missile 
technology  to  the  developing  world.  Now,  however,  there  appears  to  be  several  factors  -  both 
internal  and  external  -  which  may  mitigate  against  the  scope  and  pace  of  missile  sales  we  have 
seen  in  the  recent  past. 

However,  as  one  US  official  put  it  last  year,  the  effort  to  persuade  the  Chinese  to  abstain  from 
missile  sales  "is  a  matter  of  trying  to  turn  the  spigot  off,"  and  I,  for  one,  am  not  convinced  that 
the  spigot  has  in  fact  been  turned  off.  Therefore,  I  must  emphasize  that  China's  missile 
proliferation  practices  remain  a  significant  concern  and  should  be  closely  monitored. 

Background 

Three  general  points  regarding  Chinese  practices  in  this  field  are  evident: 

(1)  China's  missile  cooperation  with  developing  states  -  in  terms  of  sales  of  complete 
systems  and  subsystems  as  well  as  production  assistance  -  may  rqiresent  the 
most  comprehensive  program  of  missile  technology  transfer  in  the  world.  (It 
should  be  noted,  however,  that  North  Korea  is  cleariy  r^lacing  China  as  the 
major  supplier  of  off-the-shelf  ballistic  missiles  and  appears  to  be  moving  into  the 
area  of  production  technology  transfer.) 
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(2)  The  character  of  missile-related  exports,  that  is,  the  PRC's  tendency  to  provide 
technical  and  manufacturing  assistance  to  emerging  missile  powers,  rather  than 
sales  of  complete  ballistic  or  cruise  missile  systems,  is  the  real  long-terra  cause 
for  proliferation  concern.  China  has  assisted  in  the  creation  of  new  missLle- 
produclng  stotes  who,  in  turn,  are  likely  to  operate  outside  of  any  limitations 
(international  or  otherwise)  on  the  sales  of  such  systems.  For  example,  after 
receiving  vital  aid  from  China  for  its  cruise  and  ballistic  missile  production 
program.  North  Korea  has  become  a  leading  supplier  of  missiles  and  missile 
technology  to  countries  in  the  Middle  East,  including  Syria,  Libya,  Iran,  Egypt 
and  possibly  Iraq.  Such  second  and  third  tier  proliferation  is  particularly 
troublesome  because  to  the  limited  options  available  for  its  control. 

(3)  Unstable  regions,  including  the  Middle  East,  the  Korean  Peninsula  and  South 
Asia,  have  been  the  primary  markets  for  Chinese  missile-related  deliveries. 
These  areas  are  in  the  midst  of  destabilizing  arms  races,  where  a  history  of 
solving  political  conflict  by  violent  means  has  more  recently  combined  with 
attempts  to  acquire  weapons  of  mass  destruction. 

From  the  point  of  view  of  the  U.S.  government,  Chinese  missile  exports  are  of 
special  concern  t)ecause  they  are  directed  primarily  to  states  which  have  in  the 
past,  or  currently,  threaten  key  U.S.  allies  and  interests.  Examples  of  such  states 
include  Libya,  Lran,  Iraq,  Syria  and  North  Korea. 

Current  Activities 

I  will  now  review  briefly  China's  current  missile  related-activities. 

(1)  Iran.  The  Chinese  are  assisting  llie  Iranian  ballistic  and  cruise  missile  programs 
by  providing  technical  assistance  and  subsystems  (such  as  guidance  units)  as  well 
as  sales  of  turn-key  assembly/manufacturing  and  testing  facilities.  These 
activities,  essential  to  the  emergence  of  Tehran  as  a  missile  power,  may  be 
undertaken  as  part  of  a  parallel  effort  with  North  Korea.  Iran  also  seems  a  likely 
customer  for  Chinese  anti-ship  missiles. 

(2)  Syria.  Having  originally  negotiated  a  sale  of  the  M-9  IRBM  with  Damascus, 
China  now  appears  to  be  providing  production  technology  ajid  materials  for  Syria 
to  use  in  indigenous  assembly  or  manufacture.  Eaily  last  year,  DCI  Gates 
reported  that  Syria  "appears  to  be  seeking  assistance  from  Chinese  and  Western 
firms  for  improved  capability  with  chemical  and  biological  warheads." 


(3)  Pakistan.  In  May  1991,  China  publicly  admitted  the  sale  of  a  'small  number"  of 
M-lls  to  Pakistan,  though  officials  contended  the  transfer  had  not  yet  taken 
place.    More   recently,    what   were   reported    to   be   Chinese   M-lls   were 
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photographed  at  the  port  of  Karachi.  My  assumption,  prior  to  Qiis  recent 
disclosure,  was  that  rather  than  transferring  the  entire  missile,  China  intended  to 
provide  significant  technical  and  production  assistance  for  a  local,  M-ll-derived 
system.  I  remain  convinced  that  rather  than  transfers  of  off-the-shelf  missHes,  we 
are  likely  to  see  a  gradual  introducticm  of  M-11  compcmentry  and  Chinese 
expertise  which  will  add  to  Islamabad's  incipient  missile  production  program.  I 
am  also  aware  of  Indian  concern  that  the  M-lTs  range  is  being  increased  in 
Pakistan  in  the  same  way  Iraq  increased  die  range  of  its  Scud  missiles. 

Aside  from  ballistic  missile  and  technology  sales,  the  Chinese  appear  to  be  making  a  strong  bid 
to  move  into  the  surface-to-air  and  anti-ship  cruise  missile  marltxt.  Recent  purchases  of  Russian 
SA-lOs,  as  well  as  the  rqported  use  of  US  Patriot  technology,  may  indicate  Chinese  attempts  to 
upgrade  their  own  systems,  or  to  reverse-engineer  the  SA-10  and  sell  it  as  their  own.  There  is 
strong  precedent  for  the  reverse-engineering  thesis:  China's  HQ-2/4  sucface-to-air  missile  (SAM) 
is  based  on  the  Soviet  SA-2,  just  as  the  FM-80  SAM  is  widely  believed  to  be  a  reverse- 
engineered  version  of  the  French  Crotale  system;  numerous  other  examples  abound.  Newer  and 
more  capable  Chinese  anti-ship  missile  are  also  on  the  market. 

It  should  also  be  noted  that  the  Chinese  have  recently  ^gned  a  space-cooperation  agreement  with 
India,  have  reportedly  signed  one  with  South  Korea,  and  appear  to  be  continuing  some  space- 
idzted  cooperation  with  Brazil. 

Motivations 

China's  missile  exports  -  indeed  its  arms  exports  in  general  -  may  be  traced  back  to  the 
institutionalization  of  the  Deng  reforms  and  subsequent  reductions  in  outlays  for  defense 
production  ministries  and  the  People's  Liberation  Army  (PL A).  These  agencies  and  the  PLA 
were  forced  to  seek  additional  sources  of  income  to  maintain  R&D  programs  and  to  meet 
modernization  goals;  arms  exports  (along  with  conversion  to  civilian  production)  came  to  be 
primary  sources  of  income.  There  appear  to  have  been  some  strat^c  and  political  side-benefits 
to  arms  sales,  such  as  the  establishment  of  diplomatic  relations  with  Saudi  Arabia  following  the 
CSS-2  IRBM  sale,  but  economic  motivations  clearly  have  been  paramount. 

Hard  currency  received  from  missile  or  arms  sales  is  rqKVtedly  disbursed  in  several  ways:  some 
goes  to  the  state  treasury,  some  is  used  for  workers'  bonuses,  and  some  is  re-invested  to 
maintain  R&D  and  procurement.  There  are  also  reports  that  some  hard-currency  is  retained  by 
senior-level  managers  and  officials  for  personal  use. 
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Missile  Bureaucracy 


Very  briefly,  I  would  lilce  to  touch  on  China's  missile  production  bureaucracy  as  well  as  some 
of  the  firms  involved  in  missile  sales. 

The  Ministry  of  Aerospace  Industry  (MAS,  sometimes  referred  to  as  MASI  or  MAI)  is  the 
central  miss^e  design  and  production  bureaucracy  in  China.  Of  the  17  dq>artmental  units  imder 
the  MAS,  the  Department  of  Aerospace  System  Engineering  comprises  the  divisions  of  liquid- 
fuel  missiles  and  carrier  rockets,  surface-to-air  missiles,  coastal  defense  missiles,  surface-to- 
surface  solid  pn^llant  missiles,  and  satellites.  Each  divisicm  is  responsible  for  oonc^nding 
design  academies;  the  academies  incorporate  over  30  research  institutes  nationwide. 

The  acadenues  or  their  affiliates  developed  most,  if  not  all,  of  the  systems  offered  for  export  by 
the  Chinese.  The  First  Academy  (Carrier  Rocket)  designed  and  developed  the  600km  range  M-9, 
offered  fpr  sale  to  the  Syrians  and  possibly  others.  The  300km  range  M-U  was  developed  by 
a  research  center  affiliated  with  the  Third  Academy  (Coastal  Defense)  in  the  raid- 1980s,  with 
technical  assistance  provided  by  the  First  Academy.  The  Third  Academy  also  developed  the 
HY-2  'Silkworm"  anti-ship  missile  as  well  the  C-601,  an  air-launched  version  of  the  HY-2.  For 
its  part,  die  Second  Academy  (Sur£ac&-to-Air)  developed  the  '8610',  a  short-range  ballistic 
missile  based  on  the  HQ-2  SAM  previously  developed  by  the  Academy. 

Though  it  is  difficult  to  reach  a  clear  understanding  of  die  organizations  and  bureaucracies  that 
are  involved  in  or  control  missile  sales,  some  observations  may  be  made. 

The  top  authority  of  the  Chinese  armed  forces  and  defense  industry  is  the  Central  Kfilitary 
Commission  (CMC);  only  the  most  sensitive  missile  sales  would  formally  be  brought  to  the 
CMC's  attention.  Under  the  direction  of  the  CMC  is  the  Commission  of  Science,  Technology 
and  Industry  for  National  Defense  (COSTIND)  which,  among  its  many  other  duties,  is  the 
administrative  body  in  charge  of  the  missile  industry.  COSTIND  acts  as  a  clearinghouse  for 
significant  missile  sales,  though  it  is  unlikely  that  it  would  actually  negotiate  deals  itself. 

The  intermediate  level  supervisory  body  for  missile  sales  (as  opposed  to  administration  of  R&D 
or  production)  is  the  New  Era  Corporation  of  the  COSTIND,  which  has  significant  jurisdiction 
over  six  major  trading  companies  in  the  Chinese  national  defense  industry.  One  such  company 
is  the  China  Precision  Machinery  Import  &  Export  Corporation  (CPMIEQ,  a  trading  company 
created  in  1980  to  take  charge  of  missile  and  missile  technology  sales.  Three  of  its  15 
departmental  level  units  ~  the  First,  Second  and  Third  Export  Departments  -  negotiate  and 
execute  foreign  sales  contracts.  It  is  believed  that  CPMIEC  is  empowered  to  n^otiate  sales  for 
virtually  all  of  the  systems  and  technologies  now  produced  in  the  MAS's  missile  branch,  except 
strategic  delivery  systems.  Interestingly,  the  First  Academy  (Carrier  Rocket)  operates 
internationally  under  the  front  name  Beijing  Wanyuan  Industry  Corporation  (BWYIC).  BWYIC, 
named  after  its  location,  Wanyuan  Street  in  Beijing,  pursues  negotiations  for  sales  of  the  First 
Academy's  goods. 
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The  picture  is  further  complicated  when  one  notes  that  the  defense  trading  firm  Poly- 
Technologies,  which  is  affiliated  with  the  PLA  General  Staff  rather  dian  with  the  missile 
industry,  brokered  the  1987  DF-3  (CSS-2)  sale  to  Saudi  Arabia.  The  reasons  for  Poly's 
involvement  in  this  deal  are  complex,  but  center  around  its  mandate  to  sell  FLA  'surplus*  and 
other  equipment  abroad.  Finally,  one  should  note  that  in  late  1990,  an  authoritative  coordinating 
body,  the  Leading  Group  of  MiUtary  Products  Export,  was  formed  at  the  inter-ministerial  level 
to  taitp-  charge  of  arms  sales.  While  it  is  difficult  to  fjlly  assess  this  groups  activities,  sensitive 
arms  sales  such  as  those  involving  ballistic  missiles  would  likely  be  on  the  top  of  its  agenda. 

Future  Prospects 

The  extent  of  continued  Chinese  sales  of  missiles  or  technologies  will  depend  on  several  internal 
and  external  factors: 

(1)  The  extent  to  which  recent  defense  budget  increases  relieve  the  pressure  for  defense 
Anns  to  support  their  domestic  activities  with  external  sales.  If  R&D  budgets  are 
increased,  the  original  rationale  for  arms  sales  may  be  diminished.  Similarly,  the  success 
of  civilian  conversion  programs  and  commercial  eiqwrts  from  these  firms  will  also  play 
a  role. 

(2)  The  ability  of  central  authorities  to  control  the  actlyities  rf  defense  production  finns. 

China's  lack  of  an  export  control  structure  may  allow  for  continued  sales  of  dangerous 
missile  tcchncdogics  despite  Beijing's  attempts  to  terminate  these  sales.  Moreover, 
familial  ties  between  political  authorities  and  certain  industrial/production  concerns 
provide  such  firms  with  a  greater  degree  of  operational  autonomy  than  otherwise  would 
be  the  case  -  some  companies  may  continue  to  operate  outside  of  any  'rules*  established 
by  nominally  higher  audiorities. 

(3)  The  degree  to  which  newer  missile  exporters,  such  as  North  Korea  or  Russia,  ouy 
undercut  China's  customer  base  with  either  lower  prices,  better  quality,  or  both.  As 

previously  noted,  North  Korea  is  essentially  selling  missiles  to  anyone  v/ith  money  to 
pay,  while  Russia  is  o^ering  some  of  its  most  sophisticated  SAMs  and  even  an  advanced 
SSM  (the  SS-21)  for  sale. 

(4)  The  patterns  of  behavior  of  Western  arms  suppliers.  If  large  sales  of  Western  defense 
products  to  such  regions  as  the  Middle  East  persist,  the  Chinese  will  continue  to  view 
international  condemnation  of  their  own  missile  sales  as  a  double  standard. 

(5)  The  degree  to  which  the  PRC  begins  to  recognize  nonproliferation  as  a  norm  of 
international  activity. 

(6)  The  success  of  China's  space  launch  activities  as  well  as  sales  of  SANb  and  anti-ship 
missiles  (both  will  earn  hard  currency  for  the  Ministry  of  Aerospace  Industry). 

(7)  Western,  primarily  US,  pressure  on  China  to  stop  its  missfle-rcUtcd  activities  and 

the  Chinese  reacUoB  to  that  pressure.  Here,  die  Chinese  government  win  need  to  make 
a  nsk  assessment  of  die  relatively  small  financial  gains  brought  by  destabilizing  missile 
and  missUc  technology  sales  against  the  potential  loss  of  access  to  die  US  market 
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mTRODOCnON 


In  April  1991,  U.S.  intelligence  revealed  that  China  was 
selling  Pakistan  a  nuclear-capable  missile  and  selling  Algeria  a 
reactor  that  could  make  nuclear  weapon  material. 

These  revelations  come  at  a  time  when  Sino-American  trade 
relations  are  at  a  crossroads.   By  June  3,  1991,  President  Bush 
must  decide  whether  to  renew  China's  "most-favored  nation" 
trading  status,  a  benefit  worth  billions  of  dollars  to  Chinese 
exporters.   Revoking  the  status  would  increase  American  tariffs 
as  much  as  tenfold  on  Chinese  goods. 

This  report  reviews  China's  nuclear  and  missile  export 
record  over  the  past  decade.   The  study  finds  that: 

**   During  the  1980s,  China  secretly  supplied  nuclear 
and  missile  technology  to  South  Asia,  South  America, 
South  Africa  and  the  Middle  East. 

**  In  each  region,  China's  exports  contributed  to  the 
success  of  secret  nuclear  and  missile  programs,  some  of 
which  have  resulted  in  nuclear  weapons  and  the 
deployment  of  nuclear-capable  missiles. 

**  These  exports  have  continued  despite  U.S. 
diplomatic  efforts  to  stop  them  and  Chinese  pledges  to 
conform  to  non-proliferation  norms. 

**   To  influence  China's  export  policy,  the  United 
States  should  suspend  China's  status  as  a  "most  favored 
nation"  until  China  makes  binding  nonproliferation 
commitments.   If  necessary,  the  United  States  should 
also  bar  U.S.  high-technology  exports  to  China. 
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SOUTH  ASIA 


Pakistan 

In  1983,  American  intelligence  agents  made  a  surprising 
discovery:   for  the  first  time,  one  developing  country  had  given 
another  the  complete  design  of  a  tested  nuclear  weapon.   The 
supplier  was  China,  the  recipient  Pakistan.   According  to  U.S. 
officials  with  first-hand  knowledge,  American  intelligence  agents 
had  penetrated  the  Pakistan  nuclear  program  so  thoroughly  that 
they  even  knew  the  catalogue  numbers  of  some  of  the  parts  the 
Pakistanis  were  buying  from  foreign  suppliers.   To  buttress  their 
compla4.nts  to  Pakistan,  U.S.  officials  had  their  nuclear  weapon 
experts  produce  a  model  of  the  bomb  design,  which  they  displayed 
to  Pakistani  diplomats.   The  model  was  about  the  size  of  a 
soccer  ball,  with  multiple  detonators  spaced  around  its  surface. 
Experts  at  the  U.S.  nuclear  weapons  laboratories  had  analyzed  the 
design  and  found  that  it  would  work  every  time,  even  with  small 
errors  in  manufacture. 

U.S.  officials  now  confirm  that  China  also  transferred 
enough  weapon-grade  uranium  to  fuel  the  design.   It  is  unclear 
exactly  how  much  uranium  Pakistan  received,  but  it  has  been 
reported  that  China  gave  Pakistan  enough  for  two  bombs.   If  the 
design  was  the  same  as  the  one  for  China's  fourth  test  device,  as 
reported,  its  yield  could  be  as  high  as  20  to  25  kilotons,  twice 
the  power  of  the  Hiroshima  bomb. 

The  Chinese  design  was  the  foundation  of  Pakistan's 
subsequent  efforts.   Since  mid-1985,  Pakistan  has  manufactured 
parts  to  match  the  design  specifications,  tested  the  parts  one 
by  one,  and  tested  the  whole  design  with  a  dummy  fuel  core. 
According  to  a  study  confirmed  by  U.S.  officials,  Pakistan  now 
has  a  workable  bomb  weighing  only  four  hundred  pounds.^ 

Despite  China's  aid  to  Pakistan,  U.S.  officials  initialled 
an  ambitious  nuclear  trade  agreement  with  China  barely  a  year 
later,  in  April  1984.   The  accord  followed  a  much-publicized 
toast  at  a  White  House  dinner  in  January  1984,  in  which  Premier 
Zhao  announced  that  China  does  not  "engage  in  nuclear 
proliferation  ourselves,  nor  do  we  help  other  countries  to 
develop  nuclear  weapons."^   It  was  on  the  strength  of  the  toast 
that  the  agreement  was  initialled  in  April. 

But  no  sooner  than  the  agreement  was  initialled,  Chinese 
scientists  were  observed  still  working  at  Pakistan's  secret 
Kahuta  complex,  helping  Pakistan  produce  its  own  weapon-strength 
uranium  with  gas  centrifuges.   This  cast  doubt  on  the  January 
toast.   In  addition,  Section  129  of  the  Atomic  Energy  Act 
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forbade  U.S.  nuclear  exports  to  any  country  that  assisted  a  non- 
nuclear  weapon  state — which  Pakistan  clearly  was — in  developing  a 
nuclear  weapon  capability.   According  to  a  Reagan  administration 
official,  the  new  information  "raised  certain  questions  eUDOUt  how 
the  Chinese  interpret  their  nonproliferation  policies."-' 

The  agreement  remained  in  limbo  until  June  1985,  when  a  team 
of  Reagan  officials  was  sent  to  Beijing  for  further  discussions. 
There  they  claimed  to  have  received  more  assurances — which  the 
Chinese  declined  to  put  in  writing.   The  administration  refused 
to  reveal  the  content  of  the  assurances  or  to  transmit  a  written 
version  of  them  to  Congress.   Nevertheless,  relying  on  Beijing's 
new  oral  statements  in  June,  the  administration  sent  the 
agreement  to  Congress  in  July  1985.   To  support  it,  the 
administration  supplied  a  "Nuclear  Proliferation  Assessment 
Statement"  written  by  the  Arms  Control  and  Disarmament  Agency.* 
The  assessment  predicted  that  the  Chinese  would  act  "in  a  manner 
consistent  with  the  basic  non-proliferation  practices  common  to 
the  United  States  and  other  suppliers."   It  also  said  that 
"discussions  with  China. . .since  the  initialling  of  the  proposed 
Agreement  have  contributed  —  to  a  shared  understanding  with  China 
of  what  it  means  not  to  assist  other  countries  to  acquire  nuclear 
explosives."   The  report  concluded  that  "China  has  now  declared 
its  opposition  to  proliferation  and  taken  concrete  steps  toward 
global  non-proliferation  norms  and  practices." 

But  throughout  the  summer  of  1984 — well  after  the  toast  at 
the  White  House — China  had  been  secretly  shipping  sensitive 
nuclear  material  to  Pakistan's  rival,  India — material  that  would 
allow  India  to  start  building  a  nuclear  arsenal.   And,  as 
explained  below,  China's  nuclear  help  to  Pakistan  was  to 
continue. 

In  1986,  according  to  criminal  justice  officials  in  West 
Germany,  two  German  firms  agreed  to  provide  about  50  grams  of 
pure  tritium  to  Pakistan  via  Switzerland,  but  Pakistan  suddenly 
cancelled  the  sale.   China,  the  Germany  officials  said,  had 
agreed  to  supply  the  tritium  at  a  lower  price.   Tritium  is  used 
in  hydrogen  bombs  to  achieve  thermonuclear  fusion  and  in  A- 
bombs  to  boost  the  yield  obtained  by  fission.   According  to 
observers  in  the  industry,  China  emerged  as  a  tritium  supplier  in 
the  mid-1980s,  making  offers  to  several  potential  buyers  in 
Europe  and  North  America.   With  a  supply  of  tritium,  Pakistan 
could  powerfully  boost  the  yield  of  its  first  generation  nuclear 
weapons.   Tritium-induced  boosting  can  make  a  fission  bomb  more 
dependable  and  much  more  powerful,  allowing  it  to  destroy  entire 
cities. 

In  1989  there  were  reports  that  China  had  supplied  special 
magnets  for  stabilizing  the  centrifuges  Pakistan  was  using  to 
make  weapon-grade  uranium  at  Kahuta,  and  that  China  was 
preparing  a  test  site  to  explode  a  Pakistani  bomb  at  China's  Lop 
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Nor  proving  ground.   Pakistan  is  now  believed  to  have  enough 
weapon-grade  uranium  for  about  ten  bombs,  at  least  twice  and 
possibly  several  times  as  powerful  as  the  device  dropped  on 
Hiroshima. 

China  has  also  helped  Pakistan  develop  nuclear-capable 
missiles.   According  to  the  New  York  Times.  China  assisted  in  the 
development  of  Pakistan's  first  nuclear-capable  missiles,  the 
Hatf-I  and  Hatf-II,  which  were  tested  in  February  1989  and  flew 
50  and  185  miles  respectively.^ 

In  April  1991,  the  Wall  Street  Journal  reported  that  China 
was  in  the  process  of  selling  Pakistan  a  missile  capable  of 
carrying  nuclear  warheads.^  U.S.  officials  confirmed  that  the 
deal  was  for  the  M-11,  China's  nuclear-capable,  solid-fuel 
missile  with  a  range  of  about  185  miles.   U.S.  intelligence  had 
sighted  mobile  launchers  for  the  M-11  in  Pakistan.   The  M-ll's 
range  falls  precisely  at  the  limit  set  by  the  1987  Missile 
Technology  Control  Regime,  an  agreement  among  missile  supplier 
nations  not  to  export  missiles  that  could  carry  a  nuclear-sized 
payload  18  5  miles.   China  is  not  a  member  of  the  Regime,  which 
its  export  to  Pakistan  appears  to  undermine. 

India 

At  the  same  time  that  China  was  helping  Pakistan,  it  was 
helping  India.   From  1982  to  1987,  China  secretly  sold  at  least 
130  to  150  tons  of  "heavy  water"  to  India  through  a  West  German 
nuclear  materials  broker  named  Alfred  Hempel,  an  ex-Nazi  who  died 
in  1989.   Heavy  water  looks  and  tastes  like  ordinary  water  but 
is  used  to  operate  reactors  that  make  plutonium,  a  nuclear  weapon 
material . 

After  prodding  by  the  U.S.  government,  German  auditors 
opened  Hempel 's  books  in  1983  and  found  that  for  46.5  million 
German  marks,  Hempel  had  already  made  shipments  of  60  tons  of 
Chinese  heavy  water  to  Bombay  in  1982  and  1983.   The  Chinese 
could  have  been  under  no  illusions  about  where  the  water  was 
going.   Ton  quantities  of  heavy  water  are  only  required  for 
reactors,  and  the  only  reactors  in  the  world  that  needed  large 
quantities  of  heavy  water  in  the  mid-1980s  were  in  India. 

The  Chinese  water  was  decisive  for  India's  nuclear  weapon 
potential.   Because  the  Chinese  water  was  sold  secretly,  with  no 
strings  attached,  it  allowed  India  for  the  first  time  to  start  a 
reactor  entirely  free  of  international  controls — meaning  that  the 
plutonium  the  reactor  made  would  be  free  to  go  into  atomic  bombs. 

India's  own  effort  to  produce  heavy  water  had  failed.   In 
1983  India  needed  240  to  250  tons  of  heavy  water  to  start  its  new 
Madras-I  reactor,  which  was  sitting  idle  because  India's  heavy 
water  plants  could  not  produce  enough  to  fill  it.   India's  heavy 
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water  plants  had  not  made  more  than  180  tons,  leaving  a  shortage 
of  60  to  70  tons.^   To  get  the  remainder,  India  had  to  import  it, 
and  all  of  the  legitimate  exporters  required  international 
inspection  of  any  reactor  into  which  their  heavy  water  was 
loaded.   This  meant  that  if  India  bought  heavy  water  from 
legitimate  exporters,  plutonium  produced  with  the  heavy  water  in 
Madras-I  could  not  be  used  to  make  bombs.   But  with  the  60  tons 
of  Chinese  heavy  water,  India  could  avoid  these  requirements. 
Madras-I  could  be  started  free  of  controls  and  India — for  the 
first  time — could  build  a  nuclear  arsenal. 

China  continued  to  supply  India  with  heavy  water  until  1987. 
China  shipped  25.1  tons  in  April  1984,  20  tons  in  May,  and 
another  20  tons  in  August.   This  was  well  after  the  White  House 
toast  in  January  1984.   In  a  series  of  "talking  points," 
apparently  prepared  in  1986  or  1987  for  delivery  to  West  Germany, 
U.S.  officials  expressed  their  concern  that  Hempel  was  preparing 
to  ship  another  17  tons  of  Chinese  water  outside  international 
inspection.   The  U.S.  officials  noted  that  "we  have  brought  this 
matter  to  the  attention  of  the  Chinese  government  so  that  it  can 
take  whatever  steps  it  can  to  avoid  a  possible  circumvention  of 
its  safeguards  policy."   Nevertheless,  China  shipped  another  16.7 
tons  with  Hempel 's  assistance  in  1987,  again  with  no  strings 
attached. 

Altogether,  India  was  able  to  import  enough  clandestine 
heavy  water  from  China  to  start  at  least  one  and  possibly  two 
more  reactors  free  of  controls.   The  three  reactors  together  now 
make  enough  plutonium  for  about  4  0  atomic  bombs  per  year. 

Experts  in  the  1980s  found  it  difficult  to  believe  that 
China  would  help  a  regional  rival  acquire  nuclear  weapons. 
However,  it  was  revealed  later  that  Chinese  officials  were 
bribed.   German  audits  now  show  that  on  April  17,  1985,  Hempel 
paid  a  bribe  of  6,500  DM  to  his  partners  in  China  for  heavy  water 
shipments.^   The  bribe  highlights  the  corruption  in  the  Chinese 
export  system,  and  raises  the  issue  of  how  best  to  influence 
China's  behavior  under  such  conditions. 


178 


SOUTH  AMERICA 


Argentina 

On  May  18,  1981,  U.S.  officials  alerted  West  Germany  to  an 
impending  Chinese  nuclear  shipment  from  Hong  Kong  to  Argentina: 

We  have  reason  to  believe  that  the  China  Nuclear  Energy 
Industry  Corporation. . .  concluded  a  contract  with 
Alfred  Hempel...for  the  sale  by  China  of  uranium  yellow 
cake,  heavy  water,  uranium  hexafloride  that  is  probably 
medium  enriched,  and  low  enriched  uranium  hexafloride 
destined  for. . .Argentina.^ 

The  American  officials  had  strong  views  on  the  effect  of  the 
shipment.   Through  diplomatic  correspondence,  they  said  that  "we 
are  concerned  that  the  material  will  not  be  subject  to  IAEA 
safeguards,  and  thus  could  eventually  be  used  in  a  nuclear 
explosive  program. "^°   In  another  note  at  the  end  of  May,  the 
State  Department  revealed  that  the  British,  after  expressing 
"disquiet"  to  the  Chinese,  had  blocked  the  shipment  through  Hong 
Kong.^1   Then,  at  U.S.  urging,  the  government  of  Luxembourg  had 
stopped  an  attempt  to  ship  it  through  the  Luxembourg  airport. 

The  shipment  nevertheless  went  through.   In  May  1981 
Argentina  received  the  Chinese  uranium  concentrate  (possibly  45 
tons)  or  low-enriched  uranium  hexafluoride,  and  on  June  3  Air 
France  flew  about  10  tons  of  Chinese  heavy  water  through  Paris  to 
Buenos  Aires. ^^   Both  the  uranium  and  the  heavy  water  could  help 
Argentina  make  atomic  bombs. 

In  response  to  the  shipment,  American  diplomats  sent  off  a 
flurry  of  cables  and  memos.   In  response  to  one  of  them,  German 
diplomats  asked  their  Chinese  counterparts  to  explain  the  nuclear 
transactions  with  Alfred  Hempel.   Assistant  Foreign  Minister 
Song  Zhigaung  answered  on  August  26,  1981.   He  said  that  in 
November  1980,  China  had  made  its  first  contract  with  Hempel  for 
"smaller  amounts  of  lightly  enriched  uranium,"  delivered  in  May 
1981.   Hempel,  said  Song,  guaranteed  that  "the  end  user  was  in 
the  Federal  Republic  of  Germany  and  that  the  delivery  was 
destined  for  peaceful  use."   Song  admitted,  however,  that 
"different  countries  have  informed  China  that  the  fuel  reached 
Argentina  ."^-^ 

The  French  also  asked  for  explanations.   The  heavy  water, 
after  being  blocked  in  Hong  Kong  and  Luxembourg,  had  finally  been 
routed  through  Paris  on  Air  France.   After  meetings  in  Beijing  in 
July,  the  French  reported  their  conclusions  in  a  cable  to  West 
Germany: 
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One  receives  the  impression  that... those  in  Peking 
have  no  real  policy  and  specialists,  and  that,  for  the 
present,  each  Chinese  department  tries  in  its  own  way 
to  bring  in  the  much  sought-after  foreign  exchange-^* 

Diplomatic  correspondence  shows  that  Hempel  routed  roughly 
50  additional  tons  of  Chinese  heavy  water  to  Argentina  in  1982, 
well  after  Song  had  been  told  that  Hempel  was  diverting  the 
shipments.   Thus,  China  continued  to  deal  with  Hempel  even  though 
it  was  already  receiving  a  stream  of  complaints  about  him.   As 
noted  above,  China  continued  to  ship  heavy  water  to  India  through 
Hempel  until  1987.   It  was  impossible  for  the  Chinese  not  to  know 
that  the  water  was  going  into  uninspected  reactors. 

Altogether,  the  Chinese  heavy  water  shipments  to  Argentina 
were  sufficient  to  run  an  uninspected  reactor  large  enough  to 
make  a  few  atomic  bombs  per  year.   Although  Argentina  does  not 
seem  to  have  built  such  a  reactor  yet,  there  is  still  a  risk  that 
it  could  do  so.   Argentina  has  not  joined  the  Nuclear 
Nonproliferation  Treaty. 

It  is  unclear  how  much  low-enriched  uranium  Argentina 
actually  received.   If  used  as  feed  material  in  an  enrichment 
plant,  the  Chinese  uranium  could  multiply  Argentine  production 
of  highly-enriched  uranium  for  bombs  by  roughly  a  factor  of 
three.   Argentina  has  already  installed  a  small  amount  of 
uninspected  enrichment  equipment. 

Brazil 

Brazil,  like  its  rival  Argentina,  has  received  clandestine 
shipments  of  Chinese  uranium.   In  1984,  China  sold  Brazil  uranium 
enriched  to  three,  seven,  and  twenty  percent  in  three  shipments 
totalling  200kg.   Brazilian  officials  have  confirmed  the 
purchases.   China  made  the  sales  secretly,  without  requiring 
inspection,  probably  soon  after  the  toast  given  at  the  White 
House  in  January  1984. 

China  may  also  have  contributed  to  Brazil's  effort  to  build 
nuclear-capable  missiles.   In  1985  Brazil  agreed  to  trade  its 
solid  fuel  technology  to  China  for  Chinese  help  in  liquid  fuel 
technology  and  missile  guidance.   According  to  General  Hugo 
Piva,  who  was  then  in  charge  of  Brazilian  missile  research 
efforts,  Brazilian  engineers  on  an  exploratory  visit  to  China 
were  shown  "everything  we  wanted  to  see,"  and  the  Chinese  were 
"willing  to  collaborate  with  us  further,  if  we  so  desired.  "-^^ 

The  collaboration  between  the  two  countries  has  since 
developed  into  a  joint  venture,  officialy  announced  in  June  1989 
at  the  Paris  Air  Show.   The  parties  are  Brazil's  Avibras 
Aerospace  Corporation  and  China's  Great  Wall  Industry 
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Corporation.   The  new  company,  named  International  Satellite 
Communication  Ltd.  or  INSCOM,  will  try  to  market  space  launch 
services  and  supply  satellite  tracking  equipment  to  third  world 
consumers. 

By  giving  Brazil  Chinese  rocket  expertise,  the  joint  venture 
should  speed  the  development  of  Brazil's  largest  space  rocket, 
the  VLS.   Brazil  has  turned  every  space  rocket  it  has  developed 
into  a  missile,  so  it  is  likely  that  the  VLS  too  will  become  a 
missile.   On  a  missile  trajectory,  the  VLS  would  deliver  a 
nuclear-sized  warhead  over  2,000  miles. 


SOUTH  AFRICA 


In  May  of  1981,  at  the  same  time  that  U.S.  officials  were 
trying  to  block  the  Chinese  shipments  to  Argentina,  they  were 
also  trying  to  prevent  Chinese  low-enriched  uranium  from  being 
sold  to  South  Africa.   Again,  Alfred  Hempel  was  brokering  the 
sales. 

In  a  message  to  West  German  officials,  the  State  Department 
explained  that  it  was  trying  to  get  South  Africa  to  join  the 
Nuclear  Non-Prol iteration  Treaty  and  accept  IAEA  safeguards  on 
all  its  nuclear  activities: 

Our  principal  leverage  in  this  regard  is  the  South 
Africans'  need  for  low-enriched  uranium. .. .Supply  of  uranium 
from  any  other  country. . .would  seriously  undercut  the 
chances  that  the  South  Africans  will  agree  to  these 
conditions. ^^ 

By  August   13 ,  the  State  Department  had  learned  more 
details.   Hempel  planned  two  large  uranium  shipments — one  of  30 
tons  enriched  to  2.7%  and  a  second  of  30  tons  enriched  to  3,0% — 
enough  for  two  thirds  of  the  first  fuel  load  of  Pretoria's 
Koeberg  reactors.   German  documents  revealed  that  the  State 
Department  "saw  no  possibility. . .of  blocking  the  shipment"  and 
was  "very  unsatisfied  with  this  situation,  not  the  least  because 
it  weakens  the  American  potential  to  influence  South  African 
policies. "^^ 

The  Chinese  uranium  gave  South  Africa  two  options.   As  in 
Argentina,  it  could  triple  the  output  of  weapon-grade  uranium 
made  in  an  enrichment  process.   South  Africa  had  started  a  small, 
unsafeguarded  enrichment  plant  in  the  late  1970s  that  could  make 
about  three  bombs'  worth  of  high-enriched  uranium  per  year.   The 
Chinese  uranium  could  boost  production  to  about  nine  bombs'  worth 
per  year.   Alternatively,  South  Africa  could  use  the  Chinese 
uranium  to  help  fuel  its  two  new  power  reactors.   This  would 
undercut  U.S.  pressure  on  South  Africa  to  join  the  Non 
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Proliferation  Treaty,  which  western  governments  were  supporting 
with  a  moratorium  on  sales  of  low-enriched  uranium  to  South 
Africa.   It  is  unclear  which  option,  or  combination  of  these 
options,  South  Africa  chose.   It  still  has  the  uranium  and  it 
still  has  not  joined  the  Treaty. 


MIDDLE  EAST 


Nuclear  aid  to  Algeria 

In  April  1991,  U.S.  intelligence  revealed  that  China  was 
secretly  building  a  nuclear  reactor  in  Algeria,  a  country  that 
has  not  signed  the  Nuclear  Non-Proliferation  Treaty.   The 
information  came  from  leaked  CIA  reports.   Algeria  acknowledged 
the  Chinese  aid  but  said  that  it  would  place  the  15  megawatt 
reactor  under  international  inspection.   Algeria's  ambassador  to 
the  United  States  said  that  the  reactor,  which  Algeria  secretly 
purchased  in  1983,  would  run  on  low-enriched  uranium,  and  that  it 
was  expected  to  be  completed  within  several  years.   Chinese 
officials  were  cited  as  saying  that  the  reactor  would  also  use 
heavy  water. 

According  to  a  nuclear  trade  press  report,  some  CIA  data 
suggests  that  15  megawatt  is  a  correct  estimate  of  the  reactor's 
power  level.   However,  according  to  the  same  account,  other  U.S. 
experts  estimate  from  the  size  of  the  reactor's  cooling  towers 
that  the  plant  might  have  a  power  as  high  as  60  megawatts. 
Reports  also  conflicted  as  to  the  reactor's  location:  most 
accounts  said  that  it  was  on  the  Mediterranean  coast,  but 
according  to  Algeria's  ambassador  to  the  United  States,  the  plant 
was  at  Oussera,  about  165  miles  south  of  Algiers  in  the  foothills 
of  the  Atlas  mountains. 

According  to  the  leaked  CIA  information,  the  reactor  was 
near  a  Soviet-supplied  antiaircraft  battery,  supporting  the 
charge  that  the  facility  was  for  military  use.   Algerian 
Ambassador  Bensid  said  that  the  facility  was  protected  by 
"normal,  not  extraordinary"  measures,  which  he  would  not 
describe. ^^ 

The  reactor  will  move  Algeria  a  long  way  toward  nuclear 
weapon  capability.   At  an  annual  power  level  of  15  megawatts,  the 
reactor  could  produce  about  4.5  kilograms  of  plutonium  per  year 
(assuming  a  production  rate  of  one  gram  of  plutonium  per  megawatt 
day,  the  rule  of  thumb  for  research  reactors  of  this  size) .   It 
took  only  6.1  kilograms  of  plutonium  to  fuel  the  crude  U.S.  bomb 
dropped  on  Nagasaki  in  1945,  so  the  Algerian  reactor  would  be 
able  to  fuel  about  two  crude  bombs  every  three  years.   Reactor 
experts  say  that  with  upgrading,  the  Algerian  reactor  could  make 
up  to  two  bombs  per  year. 
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The  nominal  power  level  of  a  reactor  is  only  an  estimate  of 
its  actual  capacity.   By  changing  the  fuel  or  adding  heat 
exchangers,  reactor  power  can  readily  be  increased.   The  Israeli 
reactor  at  Dimona — which  is  also  sited  in  a  desert  and  powered  by 
heavy  water  and  possibly  low-enriched  uranium — was  scaled  up  from 
a  nominal  level  of  26  megawatts  to  over  100  megawatts,  allowing 
it  to  produce  about  40  kilograms  of  plutonium  per  year. 

There  are  no  electric  power  lines  near  the  Algerian 
reactor.   It  is  too  small  to  be  an  economical  source  of 
electricity,  and  it  is  also  too  large  to  be  necessary  for 
research.   Algeria  already  has  a  one-megawatt  research  reactor, 
imported  from  Argentina,  which  is  adequate  for  research  and 
isotope  production.   The  Algerian  reactor  seems  to  have  no 
purpose^  other  than  to  make  nuclear  weapon  material. 

China  did  not  require  Algeria  to  put  the  reactor  under 
international  safeguards.   Algeria  has  said  that  the  reactor  will 
be  inspected  eventually,  but  has  signed  nothing.   Even  if  the 
reactor  is  inspected,  the  only  barrier  to  putting  its  plutonium 
in  nuclear  weapons  will  be  Algeria's  promise  to  the 
International  Atomic  Energy  Agency. 

However,  a  pledge  is  difficult  to  enforce  in  times  of 
tension.   When  the  Gulf  War  began,  Iraq  had  enough  fuel  for  one 
atomic  bomb.   Since  then,  the  International  Atomic  Energy  Agency 
has  not  been  able  to  inspect  the  fuel  or  discover  where  all  of  it 
is  located.   Thus,  placing  the  Algerian  reactor  under  inspection 
does  not  remove  the  risk  that  it  could  be  used  to  make  nuclear 
weapon  material. 

The  best  way  to  avoid  military  use  of  a  research  reactor  is 
to  make  it  small  enough  so  that  its  plutonium  production  is 
negligible.   This  means  that  the  Algerian  reactor  should  be 
scaled  down  to  about  two  megawatts,  which  is  enough  to  do 
research  but  not  enough  to  make  nuclear  weapons. 

Nuclear  aid  to  Iraq  and  Iran 

In  addition  to  Algeria,  there  are  reports  that  China  is 
supplying  both  Iraq  and  Iran  with  nuclear  technology.   In 
December  1989,  it  was  reported  that  China  was  helping  Iraq  make 
sophisticated  magnets  used  to  stabilize  gas  centrifuges,  which 
China  was  known  to  have  previously  supplied  to  Pakistan's  uranium 
enrichment  plant.   In  1990  it  was  reported  that  China  agreed  to 
sell  Iraq  seven  tons  of  lithium  hydride,  useful  in  the 
manufacturing  of  nerve  gas,  missile  fuel  or  nuclear  weapons.   It 
is  not  clear  whether  the  chemicals  were  shipped. 

In  early  1990,  China  and  Iran  signed  a  ten-year  agreement 
for  scientific  cooperation  and  transfer  of  military  technology. 
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U.S.  and  European  officials  are  said  to  believe  that  China  and 
Iran  had  previously  made  a  secret  nuclear  cooperation  agreement 
sometime  after  1985.^^   Since  1988  China  may  also  have  trained 
several  Iranian  nuclear  technicians  in  China  and  possibly 
provided  technology  for  reactor  construction  in  Iran.   According 
to  one  British  press  report,  Iran  signed  a  contract  in  the  summer 
of  1990  to  purchase  a  research  reactor  from  China. ^0   xhe 
revolutionary  government  in  Iran  was  said  to  have  been  seeking  to 
buy  a  30  megawatt  research  reactor  since  1979. ^^ 

Missiles  to  Saudi  Arabia 

China  has  also  sold  missiles  to  the  Middle  East.   In  March 
1988,  U.S.  officials  were  surprised  to  learn  that  China  had  sold 
an  undisclosed  number  of  intermediate-range  missiles  (probably 
about  50)  to  Saudi  Arabia. ^^   For  over  two  years,  the  Chinese  and 
Saudis  had  kept  the  deal  so  secret  that  United  States  did  not 
discover  it  until  it  was  too  late  to  stop  it. 

Saudi  officials  first  approached  the  Chinese  in  1985  after 
the  United  States,  Saudi  Arabia's  leading  weapons  supplier, 
refused  to  sell  the  Saudis  F-15  fighter  aircraft  and  short-range 
Lance  missiles.   Unlike  other  suppliers,  China  proved  ready  to 
sell  longer-range  missiles,  and  soon  was  secretly  training  Saudi 
technicians  in  China.   The  missiles  were  shipped  in  early  1988. 
This  was  the  first  time  that  any  country  had  sold  intermediate- 
range  (1,000  to  5,500  mile)  missiles  to  a  Middle  Eastern  nation. 
It  was  also  the  first  time  that  China  had  ever  sold  a  strategic 
missile  to  another  country. 

The  missile,  known  as  the  CSS-2,  is  used  in  the  Chinese 
arsenal  to  deliver  nuclear  warheads  over  1,500  miles,  giving 
Saudi  Arabia  the  longest-range  missile  in  the  Middle  East.   But 
the  missile's  poor  accuracy  (its  CEP  is  1-1.5  miles)  makes  the 
CSS-2  ineffective  as  a  conventional  weapon.   Only  the  large  blast 
radius  of  a  nuclear  explosion  could  compensate  for  the 
inaccuracy  of  the  missile. 

The  Chinese  military  reportedly  favored  the  Saudi  sale  on 
the  ground  that  it  extended  China's  global  influence.   They 
argued  that  the  sale  successfully  countered  Taiwan's  influence  in 
Saudi  Arabia.   Indeed,  in  the  summer  of  1990  Riyadh  broke 
official  ties  with  Taiwan  and  established  full  diplomatic 
relations  with  the  People's  Republic  of  China. 

Missile  sales  to  other  countries 

There  have  been  several  reports  that  China  plans  to  sell 
more  missiles  to  the  Middle  East.   In  July  1988,  the  Los  Angeles 
Times  reported  that  China  had  agreed  to  sell  its  M-9  surface-to- 
surface,  solid-fuel  missile  to  Syria.  ^-^   The  M-9  can  carry  a 
nuclear-sized  payload  about  370  miles. 
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The  United  States  has  been  trying  to  stop  the  sale.   In 
December  1989,  senior  U.S.  officials  visited  China  on  a  mission 
aimed  in  part  at  halting  the  N-9.   The  officials  left  believing 
that  they  had  attained  their  goal.   Shortly  after  the  visit,  a 
Chinese  spokesman  declared  that  "China  has  always  held  a  serious 
attitude  toward  the  problem  of  selling  medium-range  missiles. "^^ 
But  even  this  vague  statement  may  not  apply:  China  may  consider 
the  M-9  a  short-range  missile. 

China  has  also  been  discussing  the  possibility  of  selling 
its  missiles  to  Iran.   Reports  say  that  Iran  wants  to  buy  or 
jointly  produce  Chinese  M-9  and  M-11  surface-to-surface 
missiles.   Iran  would  also  like  to  purchase  the  CSS-2 
intermediate-range  missile,  which  China  sold  to  Saudi  Arabia. 
China  has  already  helped  Iran  develop  short-range  missiles, 
which  Tehran  used  extensively  against  Iraq  in  the  "war  of  the 
cities."   In  addition,  China  sold  Iran  Silkworm  anti-ship 
missiles  in  1986  and  1987,  which  threatened  Gulf  oil  tankers  and 
the  American  ships  escorting  them. 

Although  neither  Syria  nor  Iran  has  yet  received  the  M-9, 
Syria  was  able  this  past  March  to  start  taking  delivery  of  North 
Korean  SCUD  missiles  produced  with  Chinese  help.   This  recent 
sale  of  SCUDS,  at  a  time  when  all  other  supplier  countries  have 
curbed  their  missile  sales,  leaves  China  and  North  Korea  as  the 
last  suppliers  of  ballistic  missiles  in  the  world. 

CAN  CHINA  BE  INFLUENCED? 


China  has  not  joined  any  of  the  international  efforts  to 
halt  nuclear  or  missile  proliferation.   China  rejects  the  Nuclear 
Non-Proliferation  Treaty  (NPT)  and  the  Nuclear  Suppliers  Group 
(NSC) ,  the  two  multilateral  efforts  to  limit  dangerous  nuclear 
exports.   In  March,  when  the  Nuclear  Suppliers  Group  discussed 
the  possibility  of  bringing  in  additional  members,  China  was 
considered  the  greatest  challenge.   One  European  official 
commented  that  "there  is  little  optimism  that  China's  exports  can 
be  reined  in  and  Beijing  persuaded  to  join  NSG."25   Pentagon 
officials  reportedly  fear  that  in  the  future,  China  may  decide  to 
supply  nuclear  technology  and  materials  indiscriminately,  without 
regard  to  proliferation  risks. 

China  has  also  refused  to  join  the  Missile  Technology 
Control  Regime  (MTCR) ,  a  group  of  16  nations  pledged  to  halt 
the  spread  of  long-range  missiles  to  developing  countries. 
Instead  of  binding  itself  formally  to  any  multilateral  effort, 
China  has  only  made  periodic  statements  of  its  intentions. 
Senator  Joseph  R.  Biden,  Jr.  (D-DE) ,  in  a  speech  on  April  16, 
1991,  said  that  after  one  meeting  this  year  with  the  Chinese 
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political  leadership,  U.S.  Assistant  Secretary  of  State  Richard 
Solomon  declared  that  "the  Chinese  have  indicated  that  they  will 
honor  the  parameters"  of  the  Missile  Technology  Control  Regime. 2& 
But  on  the  same  day,  according  to  Biden,  China's  Foreign  Minister 
announced  that  "those  countries  that  did  not  attend  the  [MTCR] 
meeting  should  not  be  called  upon  to  assume  corresponding 
obligations  to  an  agreement  reached  among  some  other 
countries. "^7 

According  to  a  study  by  China  specialists  John  W.  Lewis, 
Hua  Di,  and  Xue  Litai,  U.S.  efforts  to  inluence  China's  export 
behavior  have  failed  primarily  because  American  diplomats  have 
been  talking  to  the  wrong  people: 

In  most  cases  Chinese  foreign  ministry  officials  can 
speak  with  authority  only  for  the  ministry. . .and  not 
for  China  as  a  whole....  The  locus  of  decisionmaking  on 
arms  sales  resides  in  specialized  corporations  that 
exercise  nearly  autonomous  authority  because  of  their 
insulation  within  the  system  and  their  personal 
connections. ^^ 

The  Chinese  military  controls  the  exporting  corporations, 
which  negotiate  secretly  with  foreign  buyers  and  report  directly 
to  the  highest  echelons,  avoiding  interference  from  foreign 
ministry  officials.   The  military  also  sees  foreign  exchange  as 
the  key  to  modernizing  its  armed  forces  and  resists  joining  arms 
control  regimes  that  would  cut  lucrative  sales. 

There  is  also  the  matter  of  personal  influence  and 
corruption.   It  has  been  reported  that  the  managers  of  the 
exporting  firms  are  often  the  children  of,  or  otherwise  related 
to,  party  leaders,  including  Deng  Xiaoping.   According  to  one 
report,  the  managers  keep  a  share  of  the  profits  for  deposit  in 
foreign  bank  accounts  and  have  made  nuclear  smuggling  a  "quasi- 
official  Chinese  policy. "^^ 

The  best  hope  for  influencing  China's  export  behavior  is  to 
cause  its  leaders  to  crack  down  on  the  military  exporters.   One 
way  to  do  this  is  to  affect  what  China  can  sell  to  the  United 
States.   By  June  3rd,  President  Bush  must  decide  whether  to  renew 
China's  Most  Favored  Nation  (MFN)  trading  status,  a  benefit  worth 
billions  to  Chinese  exporters  who  enjoy  the  lowest  possible 
tariff  on  their  exports  to  the  United  States.   China's  trade 
surplus  with  the  United  States  rose  to  $10.4  billion  in  1990  from 
$3.5  billion  in  1988,  creating  the  largest  U.S.  deficit  with  any 
country  except  Japan  and  Taiwan.   In  1991,  the  surplus  is 
expected  to  top  $15  billion.   This  forecast  depends  on  China's 
continued  status  as  a  most  favored  nation.   Revoking  the  status 
could  increase  American  tariffs  on  Chinese  goods  as  much  as 
tenfold.   If  that  is  done,  China  will  have  to  decide  whether  the 
billions  it  makes  from  U.S.  trade  are  more  important  than  its 
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nuclear  and  missile  sales. 


The  United  States  should  not  renew  most  favored  nation 
trade  status  until  China  makes  some  real  commitments.   China  must 
join  the  Nuclear  Suppliers  Group,  which  would  commit  China  to 
reasonable  nuclear  export  behavior.   To  show  good  faith,  China 
should  scale  down  the  Algerian  research  reactor  to  two  megawatts, 
enough  for  research  but  too  small  for  bomb-making.   This  is  the 
only  real  protection  against  misuse  of  the  reactor. 

China  must  also  join  the  Missile  Technology  Control  Regime, 
which  would  curb  its  missile  exports.   Again  to  show  good  faith, 
China  should  publicly  renounce  its  M-11  missile  sale  to  Pakistan 
and  M-9  missile  sale  to  Syria.   Indeed,  if  these  sales  go 
through,  China  could  face  sanctions  under  the  U.S.  Missile 
Technology  Control  Act.   The  President  could  bar  the  exporter 
from  receiving  U.S.  technology  or  exporting  to  the  United  States. 

If  China  does  not  take  these  actions,  it  should  lose  access 
to  U.S.  high  technology.   Recently,  the  Preseident  took  the 
first  step  by  blocking  the  export  of  U.S.  parts  for  a  Chinese 
satellite.   The  state-owned  buyer  in  China  was  suspected  of 
selling  missiles  to  Pakistan.   As  this  instance  shows,  China's 
high-tech  importers  are  often  the  same  companies  that  make  the 
dangerous  missile  sales.   As  a  second  step,  the  President  should 
hold  up  the  sale  of  a  high-powered  computer  that  he  approved  for 
China  in  December  1990.   This  computer  should  remain  in  the 
United  States  until  the  Chinese  export  questions  are  sorted  out. 
As  a  last  resort,  the  U.S.  Commerce  Department  could  add  China  to 
the  "Z  List,"  a  category  of  countries  such  as  North  Korea  and 
Cuba  where  U.S.  high  technology  is  barred. 

With  the  Cold  War  over,  the  United  States  no  longer  needs 
China  to  counter  the  Soviet  Union.   The  main  threat  to  world 
security,  as  the  Gulf  War  showed,  now  comes  from  the  spread  of 
weapons  of  mass  destruction.   If  Chinese  exporters  continue  to 
fuel  this  threat,  Washington  must  take  decisive  steps  to  protect 
U.S.  national  security.   Trade  sanctions  are  an  essential 
beginning. 
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A  SAMPLE  OF  CHINA'S  NONPROLIFERATION  PLFnfiKR 

January  11,  1984:   China  does  not  "engage  in  nuclear 

proliferation  ourselves,  nor  do  we  help  other  countries  to 
develop  nuclear  weapons."   — Toast  by  Premier  Zhao  Ziyang  at 
a  White  house  state  dinner. 

June  20,  1984:   "We  by  no  means  favor  nuclear  proliferation,  nor 
do  we  engage  in  such  proliferation  by  helping  other 
countries  to  develop  nuclear  weapons."   — Statement  by  a 
Chinese  Foreign  Ministry  spokesman. 

September  24,  1984:   China  "will  take  a  discreet  and  responsible 
attitude  so  as  to  assure  that  cooperation  is  solely  for 
peaceful  purposes,"  and  "will,  in  exporting  its  nuclear 
materials  and  equipment,  request  the  recipient  countries  to 
accept  safeguards  in  line  with  the  principles  established  in 
the  agency's  statutes."   — Jiang  Xinxiong,  minister  of  the 
Chinese  Ministry  of  Nuclear  Industry,  in  China's  inaugural 
address  to  the  International  Atomic  Energy  Agency  general 
conference. 

January  18,  1985:   "I  wish  to  reiterate  that  China  has  no 

intention,  either  at  present  or  in  the  future,  to  help 
nonnuclear  countries  develop  nuclear  weapons  ....  We  will 
maintain  good  relations  of  cooperation  with  the  [IAEA]  and 
abide  by  its  stipulations  ....  China's  nuclear  cooperation 
with  other  countries,  either  at  present  or  in  the  future,  is 
confined  to  peaceful  purposes  alone."   — Vice  Premier  Li 
Peng,  in  an  interview  with  the  official  Chinese  news 
agency. 

October  24,  1985:   "China  does  not  advocate  nor  practice  nuclear 
proliferation,  nor  does  it  help  other  countries  develop 
nuclear  weapons  ....  cooperation  in  the  field  of  nuclear 
energy  with  other  countries,  such  as  France,  Federal 
Germany,  the  United  States,  Brazil,  Pakistan  and  Japan, 
whether  ongoing  or  under  discussion,  serves  and  will  serve 
only  peaceful  purposes  instead  of  any  nonpeaceful  purposes." 
— Statement  issued  by  the  Chinese  Foreign  Ministry. 

December  12,  1989:   "Except  for  Saudi  Arabia,  where  a  small 
number  of  mid-range  missiles  were  sold,  China  has  never 
sold,  nor  is  planning  to  sell,  missiles  to  any  Middle  East 
country."   — Statement  by-a  Chinese  Foreign  Ministry 
spokesman. 


188 


CHINESE  TRANSFERS  OF  SENSITIVE  wnPT.FAR  TECHNOLOGY 
AS  REPORTED  BY  THE  PRESS;  1980-1991 


Importing 
Country 


Date 


Technology 


Algeria 


Argentina 


India 


Iran 


1983- 
1991 


1981 


Argentina 

1981 

Argentina 

1982 

Argentina 

1983 

Argentina 

1983 
1985 

Brazil 

1984 

1982- 
1987 

after 
1985 


Currently  supplying,  under  a  secret 

agreement,  a  nuclear  reactor  large 

enough  to  make  plutonium  for  nuclear 
weapons 

Sold  9-10  metric  tons  of  heavy  water 
through  Alfred  Hempel,  a  West  German 
broker,  to  run  reactors  capable  of 
making  plutonium  for  nuclear  weapons 

Sold  uranium  concentrate  (possibly  45 
tons)  and  low-enriched  uranium 
hexaf luoride 

Sold  over  50  metric  tons  of  heavy  water 

Sold  4-6  tons  of  heavy  water,  said  by 
Argentina  to  be  insufficiently  pure  to 
use 

Sold  about  12  kilograms  of  20%  enriched 
uranium  as  fuel  for  research  reactors 

Sold  uranium  enriched  to  three,  seven, 
and  twenty  percent,  in  three  shipments 
totalling  200  kilograms 

Sold  at  least  130-150  tons  of  heavy 
water  through  Alfred  Hempel 

Made  a  secret  nuclear  cooperation 
agreement,  trained  several  Iranian 
nuclear  technicians  in  China,  and  may 
have  supplied  technology  for  reactor 
construction 


Iran 


1990      May  have  contracted  to  sell  a  research 
reactor 
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Importing 
Country 


Date 


Technology 


Iraq 


Iraq 


North  Korea 


1989 


1990 


late 
1950s- 
early 
1960s 


Helped  Iraq  manufacture  special  magnets 
for  stabilizing  ultra-high  speed 
centrifuges  for  enriching  uranium 

Agreed,  in  violation  of  U.N.  trade 
embargo,  to  sell  seven  tons  of  lithium 
hydride  which  can  be  used  in  the 
manufacture  of  nuclear  weapons 

Trained  North  Korean  scientists  in 
nuclear  technology 


Pakistan 


Pakistan 

early 

1980s 

Pakistan 

1980s 

Pakistan 

1986 

Pakistan 

1989 

Pakistan 


Pakistan 


South 
Africa 


1983      Supplied  a  reliable,  tested  bomb  design 
enabling  Pakistan  to  make  a  warhead 
weighing  less  than  400  pounds 


Supplied  highly  enriched  uranium  for 
nuclear  weapon  fuel,  reportedly  enough 
for  two  atomic  bombs 

Aided  Pakistan's  efforts  to  enrich 
uranium  at  the  Kahuta  plant 

Sold  tritium  gas  capable  of  boosting  the 
yield  of  fission  bombs 

Provided  special  magnets  for  centrifuges 
at  Pakistan's  Kahuta  enrichment  plant, 
which  produces  nuclear  weapon  fuel 


1989      May  have  scheduled  a  nuclear  test  for 
Pakistan  at  the  Lop  Nor  testing  ground 

1989      Agreed  to  supply  a  300MWt  nuclear  power 
station  despite  the  de  facto 
international  nuclear  supply  embargo 
against  Pakistan 

1981       Sold  30  tons  of  2.7%  and  30  tons  of  3% 
enriched  uranium  through  Alfred  Hempel 
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CHINESE  TRANSFERS  OF  MISSILE  AND  ROCKET  TECHNOLOGY 
AS  REPORTED  BY  THE  PRESS:  1980-1991 


Impox-ting 
Country 


Date 


Technology 


Brazil 


Brazil 


1985      Agreed  to  provide  liquid-fuel  and 
guidance  technology  for  Brazilian 
rockets  and  missiles  in  exchange  for 
Brazilian  expertise  in  solid-fuel 
technology  (agreement  implemented  by 
site  visits) 

1989      Formed  a  joint  venture  with  Brazil  to 
market  space  rocket  launch  services  to 
third  world  countries 


Iran 


Iran 


Iran 


1985 


1986 


1989 


Iraq 

1987 

North  Korea 

1970s 

early 

1980s 

Pakistan 

1980s 

Sold  production  capability  for  the 
Oghab,  a  short  range  rocket  that  can 
carry  a  650  pound  warhead  25  miles 

Sold  Silkworm  anti-ship  missiles  which 
can  carry  a  1130  pound  payload  55  miles 

Discussed  joint  production  of  Chinese 
M-11  and  M-9  missiles  believed  to  have 
ranges  of  185  and  370  miles  respectively 

Sold  30  Silkworm  anti-ship  missiles 

Helped  reverse-engineer  and  upgrade  SCUD 
missiles  later  sold  to  Iran  and  Syria; 
provided  technology  for  rocket  engine 
design  and  production,  metallurgy  and 
airframes 

Helped  develop  Pakistan's  Haft  I  and  II 
missiles  capable  of  carrying  a  nuclear- 
sized  payload  to  50  and  185  miles 
respectively 
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Importing 

Country         Date       Technology 


Pakistan       1991      Agreed  to  sell  an  undisclosed  number  of 

M-11  nuclear-capable,  surface-to-surface 
missiles,  for  which  launch  vehicles 
have  already  been  delivered 

Saudi  1987      Sold  approximately  50  CSS-2  nuclear- 

Arabia  capable,  surface-to-surface  missiles 

with  a  range  of  1,550  miles 

Syria  1989-     Agreed  to  sell  an  unspecified  number  of 

1990      M-9  nuclear-capable,  surface-to-surface 
missiles  with  a  range  of  370  miles 


BOSTON  PUBLIC  LIBRARY 

^^^     3  9999  05903  777  8 


1.  Hedrick  Smith,  "A  Bomb  Ticks  in  Pakistan,"  New  York  Times 
Magazine.  March  6,  1989,  p.  77. 

2.  United  States  Arms  Control  and  Disarmament  Agency,  Nuclear 
Proliferation  Assessment  Statement.  July  19,  1985,  pp.  1-4,  1-5. 

3.  Michael  Knapik  and  Shota  Ushio,  "White  House  Finds  Questions 
But  'No  Smoking  Gun'  On  China  Agreement,"  Nucleonics  Week.  June 
28,  1984,  p.  4. 

4.  United  States  Arms  Control  and  Disarmament  Agency,  Nuclear 
Proliferation  Assessment  Statement.  July  19,  1985. 

5.  Bernard  E.  Trainor,  "Pakistan  Accused  of  a  Nuclear  Move," 
New  York  Times.  May  24,  1988,  p.  Al.   See  also  N.K.  Malik,  "Newly 
Developed  Pakistan  Missiles  May  Sour  Indian  Ties,"  Times  of  India 
(Bombay),  February  15,  1989,  p.  10;  Mushahid  Hussain,  "First 
Sight  of  Pakistan's  'Lance,'"  Jane's  Defence  Weekly.  March  11, 
1989,  pp.  380-381. 

6.  John  J.  Fialka,  "Pakistan  Seeks  Chinese  Missile,  U.S. 
Believes,"  Wall  Street  Journal.  April  5,  1991,  p.  A16. 

7.  See  Gary  Milhollin,  "Dateline  New  Delhi:  India's  Nuclear 
Cover-Up,"  Foreign  Policy.  Fall  1986,  p.  161. 

8.  Federal  Republic  of  Germany,  Customs  Audit  Office  for  the 
Upper  Finance  District  of  Dusseldorf,  Report  AB  No.  555/88 — Bp 
2602 .  January  25,  1989. 

9.  Note  from  the  United  States  Government  to  the  Federal 
Republic  of  Germany,  May  18,  1981. 

10.  Id. 

11.  "Reported  Peoples  Republic  of  China  Sales  of  Nuclear 
Material  to  South  Africa  and  Argentina,"  Note  from  the  United 
States  Government  to  the  Federal  Republic  of  Germany,  May  29,  1981. 

12.  Air  Waybill  No.  057-2313-2255,  Air  France,  Paris-Buenos 
Aires,  June  3,  1981;  U.S.  State  Department,  memos  of  May  18,  May 
22,  and  May  29,  1981  to  the  West  German  government  detailing  the 
materials  and  shipment  plans.   The  shipment  weighed  14.246  metric 
tons,  consisting  of  188  drums  weighing  75kg  each  containing  50kg 
of  heavy  water.   The  diversion  violated  the  Hempel  group's  pledge 
to  China  to  use  the  water  only  for  peaceful  purposes  in  Germany 


193 


and  Switzerland.   Freight  documents  in  the  authors'  possession 
show  that  Air  France  flew  the  water  from  China  through  Paris  "in 
transit"  to  Buenos  Aires. 

13.  Foreign  Ministry,  Federal  Republic  of  Germany,  cable  of 
August  26,  1981,  from  embassy  in  Peking  to  Bonn,  stating  that 
China's  first  contract  with  Hempel  was  made  in  November  1980,  for 
low-enriched  uranium,  which  was  delivered  in  May  1981,  under  a 
pledge  of  peaceful  use  and  a  pledge  that  it  would  be  used  in  West 
Germany  and  Switzerland. 

14.  Federal  Republic  of  Germany,  Foreign  Office,  "Re:  Nuclear 
Exports  of  the  PRC,"  cable  of  July  22,  1981,  to  Bonn  from  Paris 
embassy. 

15.  "CTA  Director  Discusses  Space  Accord  With  PRC,"  Tecnoloaia  & 
Defesa.  (Sao  Paulo)  November  22,  1985,  pp.  21-24. 

16.  Note  from  the  United  States  Government  to  the  Federal 
Republic  of  Germany,  May  18,  1981. 

17.  Federal  Republic  of  Germany,  Foreign  Office,  cable  no.  3273 
of  August  18,  1981,  19:56  hours,  to  Bonn  from  the  embassy  in 
Washington,  D.C. 

18.  R.  Jeffrey  Smith,  "Algeria  to  Allow  Eventual  Inspection  of 
Reactor,  Envoy  Says,"  Washington  Post.  May  2,  1991,  p.  A36. 

19.  Mark  Hibbs,  "Bonn  Will  Decline  Teheran  Bid  to  Resuscitate 
Bushehr  Project,"  Nucleonics  Week.  May  2,  1991,  pp.  17-18. 

20.  "China  To  Provide  Atomic  Reactor,"  Keyhan  (London),  July  19, 
1990,  p.  4. 

21.  Id. 

22.  "USA  in  Bid  to  Stem  Missile  Proliferation,"  Jane's  Defense 
Weekly.  October  1988,  p.  744.   The  Chinese  designation  for  the 
CSS-2  is  the  Dong  Feng  3  or  DF-3.   Some  refer  to  it  in  its 
translation  as  the  "East  Wind"  missile.   See  "An  111  Wind  From 
China  to  Arabia,"  New  York  Times.  March  29,  1988,  p.  26. 

Most  estimates  say  the  Saudis  got  about  50  missiles.   Nick 
Cook,  "Ironies  of  Saudi 's  IRBM  Purchase,"  Jane's  Defence  Weekly. 
April  2,  1988,  p.  627  (50  missiles);  Jim  Mann,  "U.S.  Caught 
Napping  by  Sino-Saudi  Missile  Deal,"  Los  Angeles  Times.  May  4, 
1988,  p.  1  (20-24  missiles);  Bill  Gertz,  "State,  Pentagon  Worry 
About  Saudi  Missiles,"  Washington  Times.  May  12,  1988,  p.  3  (50 
missiles);  "Saudis  Secretly  Deploying  Missiles,"  Washington 
Times.  September  20,  1988,  p.  8  (50-60  missiles).   See  also. 
John  H.  Cushman,  Jr. ,  "Spread  of  Ballistic  Missiles  Troubles 
U.S.,"  New  York  Times.  March  19,  1988,  p.  3,  reporting  that  China 
has  produced  less  than  60  CSS-2s,  making  it  doubtful  that  the 


194 


Saudis  purchased  more  than  50;  R.  Jeffrey  Smith,  "Chinese 
Missile  Launchers  Sighted  in  Pakistan,"  Washington  Post.  April  6, 
1991,  p.  A17  (36  missiles). 

23.  Jim  Mann,  "China-Syria  Deal  Concluded,  Officials  Say,"  Lqs 
Angeles  Times.  July  14,  1988,  p.  1. 

24.  John  W.  Lewis,  Hua  Di,  and  Xue  Litai,  "Beijing's  Defense 
Establishment,"  Tnt^emational  Security.  Spring  1991,  p.  98. 

25.  Mark  Hibbs,  "Cooling  Towers  Are  Key  to  Claim  Algeria  Is 
Building  Bomb  Reactor,"  Nucleonics  Week.  April  18,  1991,  pp.  7-8. 

26.  Senator  Joseph  R.  Biden,  Jr.,  "China  Rogue  Elephant  on 
Weapons  Proliferation,"  statement  before  the  United  States 
Senate,  April  16,  1991. 

27.  Ifl. 

28.  John  W.  Lewis,  Hua  Di,  and  Xue  Litai,  "Beijing's  Defense 
Establishment,"  International  Security.  Spring  1991,  p.  98. 

29.  Mark  Hibbs,  "Cooling  Towers  Are  Key  to  Claim  Algeria  Is 
Building  Bomb  Reactor,"  Nucleonics  Week.  April  18,  1991,  pp.  7-8. 


Gary  Milhollin,  professor  of  law  at  the  University  of 
Wisconsin,  is  director  of  the  Wisconsin  Project  on  Nuclear  Arms 
Control.   Gerard  White  is  assistant  director  of  the  project. 

The  Wisconsin  Project  carries  out  research  and  public 
education  designed  to  inhibit  the  spread  of  nuclear  weapons  to 
developing  countries-   It  operates  in  Washington,  D.C.  under  the 
auspices  of  the  University  of  Wisconsin. 

David  Danczic,  Jennifer  Weeks  and  John  Murphy  contributed 
to  this  report. 


ISBN   0-16-043307-X 


9  780160 


433078! 


90000 


